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Independent Auditor's Report

To the Honorable Mayor and Members of the City Council
City of Auburn Hills, Michigan

We have audited the accompanying financial statements of the govemnmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund informatlon of the City of Auburn Hiils, as of and for the year ended December 31, 2005,
which collectively comprise the Gity's basic financial statements as {isted in the table of contents. These
financial statements are the responsibility of the City of Auburn Hilis’ Mmanagement. Our responsibility is
to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a

reasonable basis for our opinions.

In our opinion, the financial statements referrad to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Auburn Hills as of December 31, 2005 and the respective changes in financial position and
cash flows, where applicable, thereof for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
required supplemental information. However, we did not audit the information and €Xpress no opinion on

it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Auburn Hills' basic financial statements. The accompanying other supplemental
information, as identified in the table of contents, is presented for purposes of additional analysls and are
not a required part of the basic financial statements. The other supplemental information has been
subjected to the auditing procedures appiled in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a
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MANAGEMENT’S DISCUSSION AND ANALYSIS

CITY OF AUBURN HILLS

As the management of the City of Aubum Hills, we offer readers of the Comprehensive Annual Financial Report this narrative overview and
analysis of the financial activities of the City for the year ended December 31, 2005. We encourage readers to consider the foltowing
information in conjunction with the information presented in the City's financial statements.

FINANCIAL HIGHLIGHTS

The assels of the City of Auburn Hills exceeded it's liabilities at the close of the most recent fiscal year by $178,472,255 (net assets).
Of this amount, $120,883,304 is the investment in capital assets (ret of related debt), 522,091,462 are assets restricted for specific

purpases and functions, while the remaining 335,497,489 represents unrestricted net assets which may be used to mest the
demand for resources for the ongoing functions of the City.

The City's total net assets increased during 2005 by $6,322,439. The net increase is atiributable to the use of current rescurces to
liquidate tong-term liabilities of the City and the results of on-going operations. By using current resources or revenue to reduce
liabilities on the balance sheet rather then expensing these costs the net assets increase The increase in the net assets of the
governmental activities was $5,378,207 while the business-type activities realized an increase in total net assets of $944,232.

At December 31, 2005, the City of Aubum Hill's governmental funds reported combined fund balances of $26,189,478, an increase
of $4,874,790 from the December 31, 2004 balance of $21,314,688, The increase was attributable to a planned increase in General
Fund's fund balance combined with excess revenues over expenditures in many of the other govemmental funds.

At December 31, 2005, the unreserved fund balance for the General Fund was $4,284,332 or 36.3% of total Generai Fund 2005
expenditures and transfers.

The total long-term debt of the City of Auburn Hills at December 31, 2005 was $21,390,953 which represents a decrease of
$1,740,996 from the prior year balance of $23,131,949. The reduction was attributable to principle payments made on long-term
debt in 2005 in the amount of $1,662,502 combined with 2 decrease in Tax Tribunal Cases in the amount of $78,495. The decrease
in Tax Tribunal Cases was due to fewer new appeals and favorable settlements on existing appeals. There were no new debt
Issuances by the City during 2005.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an intraduction to the City of Auburn Hill's basic financial statements. The basic
financial statements are comprised of three components: 1) government-wide financial slatements, 2) fund financial statements, and
3) notes to the financial statements. This report also contains other required supplementary information in addition to the basic
financial statements.

Government-Wide Financial Statements. The government-wide financial statements are designed to provide readers with a
broad overview of the City’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the City's assets and MNabilities, with the difference between the two
reported as net assets. Over time, increases or decrease in net assets may serve as a useful indicator of whether the financial
position of the City is impraving or deteriorating.

The statement of activities presents information showing how the City's net assets changed during 2005. All changes in net assets
are reported as soon as the undertying event giving rise to the change occeurs, regardless of the timing of related cash flows. Thus,
revenue and expenses are reported in this statement for some items that will only result in cash fiows in future fiscal period (e.g.,
multi-year special assessments and other recelvables not collected within sixty days of the end of the fiscal year).

Both of the government-wide financial statements distinguish functions of the City of Auburn Hills that are principally supported by
taxes and intergovernmental revenues {governmental activities) from other functions that are intended to recover all or a significant
portion of their costs through user fees and charges {business-type activities). The governmental activities of the City of Aubum
Hills include legislative, management and planning, public safety, streets, highways & public improvements, community and
ecanomic development, and general support. The business-type activities of the City include the water and sewer departments and
Fieldstone Golf Club, a municipal golf course.

The government-wide financial statements include, not only the City itself (known as the primary government), but also includes five
legally separate component units for which the City is financially accountable. Financial information for these componeant units is
reported separately from the financial information presented for the primary government itself.

The government-wide financial statements can be found as Exhibits A-1 and A-2 of this report.
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Fund Financial Statements. A fund is a grouping of related accounts that are used to maintain control over resources that have
been segregated for specific activities or objectives. The City of Auburn Hills, like most other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements and to comply with State and
GASB (Government Accounting Standards Board) requirements for governmental accounting. All of the funds of the City can be
divided into three categories; governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial statements, governmentai
fund financial statements focus on near-term inflows and outflows of available resources, as well as on balances of available
resource available at the end of the fiscal year. Such information may be useful in evaluating a government's near-term ability to
meet financial commitments.

Because the focus of governmental funds is namower than that of the government-wide financial statements, it is useful to
compare the inforrmation presented for governmental funds with similar information presented for governmental activities in the
government-wide financial statements. By doing so, readers may better understand the long-term impact of the City's near-term
financing decisions. Both the governmental fund balance sheet and the gavernmental fund statement of revenues, expenditures,
and changes in fund balances provide a reconciliation fo facilitate this comparison between governmental funds and
governmental activities.

The City of Auburn Hills maintains Individual governmental funds. Information is presented separately in the governmental fund
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances for the general
fund, four special revenue funds, and one debt service fund, all of which are considered to be major funds. Data from the other
governmental funds are combined into a single, aggregated presentation entitled “Other Non-Major™. Individual fund data for
each of these non-major governmental funds is provided in the form of combining fund financial statements in this report.

The City of Aubum Hills adopts an annual appropriated budget for all governmental funds, A budgetary comparison staterment
has been provided for the major governmental funds to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found as Exhibit A-3 and Exhibit A-5 of this report,

Proprietary Funds. The City of Auburn Hills utilizes two different types of proprietary funds. Enterprise funds are used to report
the same functions presented as business-type activities in the government-wide financial statements. The City uses enterprise
funds to account for the Water Department, Sewer Department and Fieldstone Golf Club municipal golf course. Intemal service
funds are an accounting devies used to accumulate and allocate costs intemally among the City’s various functions. The City
utilizes internal service funds te account for its fleet of vehicles and equipment and for the accounting of the liability for unused,
earned accrued sick and vacation hours. These functions have been allocated to governmental activities and business-type
activities in the same proportion as the amount of services these functions provide to the activities.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail. The
proprietary fund financial statements provide separate information for the Water, Sewer and Fieidstone Golf Club. Canversaly, all
internal service funds are combined into a single, aggregated presentation in the proprietary fund financial statements, Individual
fund data for the intemal service funds is provided in the form of combining statermnents beginning with Exhibit F-1.

The basic proprietary fund financial statements can be found as Exhibits A-7, A-8, and A-9 of this report.
Fiduciary Fund. Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statement because the resources of this fund are not available

to support the City of Aubum Hill's pregrams. The accounting used for fiduciary funds is much like that used for proprietary funds.
The City's fiduciary funds are the agency fund and the pension fund.

The fidugiary fund financial statements can be found as Exhibit A-10 and Exhibit A-11 of this report.

Component Units Presentation. The government-wide financial statements include not only the financial information for the
City of Aubum Hills {the primary government), but also five legally separate component units for which the City is financially
accountable. Financial information for these compenent units is reported separately from the financial information presented for
the primary government.

The basic component unit financial statements can be found as Exhibit A-12 and Exhibit A-13 of this report,
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MANAGEMENT’S DISCUSSION AND ANALYSIS

CITY OF AUBURN HILLS

Notes to the Financial Statements. The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial staternents can be found as Exhibit A-14
of this report,

Other Information, In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning the City of Aubumn Hill's progress in funding its obligation to provide pension benefits to its
employees. in addition, budgetary comparison schedules are provided for all major govemmental funds. This information can be
found on Exhibit B-3, Exhibit B4, Exhibit B-5 and Exhibit B-6 of this report,

Government-Wide Financial Analysis

As stated above, net assets over time may serve as a useful indicator of the City of Auburn Hill's financial position. Assets of the
City of Auburn Hills exceeded liabilities by $178,472,255 at December 31, 2005.

The net assets for the City of Auburn Hills is comprised of $22,091 452 in assets which are restricted for specific programs and
functions, $120,883,304 investment in capital assets {land, streets, water and sewer mains, efc.} net of any related debt that is still
outstanding to purchase or construct these assets, and $35,497 489 in unrestricted assets. The City utilizes the capital assets fo
provide services to citizens; consequently, these assets are not available for future spending. Although the City's investment in its
capital assets is reported net of related debt, it should be noted that the resources needed to repay the outstanding debt issued to
purchase or construct these assets {$20,096,009), must be provided from ather sources, since the capital assets themselves cannot
be sold and the proceeds used to liquidate the outstanding debt.

Statement of Net Assets-City of Auburn Hills

(in Millions)
Governmental Business-Type Total
Activities Activities Brimary Government
2005 2004 2005 2004 2005 2004
Current and other asset--———-— $ 58.1 $61.3 $ 203 $200 3 784 3 81.3
Capital assets ————-memee—eeeeeo . 762 72.1 70.3 69.5 149.5 141.6
Total Assets -———eee 1373 133.4 90.6 89.5 2279 222.9
Long-term liabilities —--—--—wmeeo— 7.8 8.6 138 14.5 216 231
Other iiabilities «—-—-s-meeeee. 252 259 2.6 1.7 27.8 27.6
Total Liabilitieg--mee-—-ne—r 330 345 16.4 16.2 49.4 50.7
Net Assets:
Invested in capital assets,

Net of related debt----w— 64.4 645 56.5 52.8 120.9 117.3
Restricted ————--veeeoen— 221 21.0 221 21.0
Unrestricted ~e—me—eeme-—eeee. 17,8 13.4 17.7 20.5 355 33.9
Total Net Assetg-—-—— $104.3 $98.9 $ 742 $73.3 $178.5 $172.2

A portion of the City of Aubum Hill's net assets (12.4%) represents resources that are subject to restrictions an how they may be
used. The remaining batance of unrestricted net assets ($35,497,489) may be used to meet the government's obligations to citizens
and creditors.

At the end of 2005, the City of Auburn Hilis is able to report positive balances in both categories of net assets, for the City as a
whole, and for the governmental and business-type activities. This was also the case at the end of 2003 and 2004.
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The City's total net assets increased $6,322,439. This net increase is attributable to the use of current resources to liquidate
long-term liabilities of the City and the results of on-going operations. By using current resources, or revenue, to reduce liabiiities
on the statement of net assets, rather then expensing the costs the net asset balances increase. The increase in the net assets
of the governmental activities was $5,378,207 while the business-type activities realized an increase in total net assets of
$944,232. Detailed on the following page is a summary of the changes in the City's net assets:

City of Auburn Hill's Change in Net Assets

Governmental Business-Type Total
Activities Activities Primary Government
2005 2004 2005 2004 2005 2004
Revenues
Program Revenues:
Charges for services -—----——--—--——-- $ 22 $1.8 $10.2 $ 986 $ 124 $ 114
Operating grants and contributions -—- 1.4 1.5 1.4 1.5
Capital grants and contributions —--—---- A 1.4 2.2 15 2.2
General Revenues:
Taxes 19.0 19.0 5 8 19.5 198
State shared revenugg-———— e 1.7 1.6 1.7 1.6
Use of money and investments -——-—- 1.9 1.1 5 2 24 1.3
Other unrestricted revenues----—--—-—--—- 3.3 3.1 4 _ 4 3.7 35
Total revenues 29.6 28.1 13.0 13.2 42, 41.3
Expense
Legislative 2 2 2 2
Management and planning ——-—--—-—- 24 26 24 26
Public Safety 11.1 11.3 11.1 1.3
Streets, highways, & public improve, - 4.8 4.4 4.8 4.4
Community & economic dev. --- 25 2.2 25 22
General sUpport =----——--sm e 25 24 2.5 24
Interest on long-term debt —— 4 4 4 4
Increase in MTT liability ---—--—--—-—-- 8 8
Water 5.1 5.1 51 5.1
Sewer 4.7 4.5 4.7 45
Fieldstone golf club --—-——-——-—- 26 _286 26 28
Total expenses 239 24.3 12.4 12.2 36.3 36.5
Increase in net assets before transfers 5.7 3.8 .6 1.0 6.3 4.8
Transfers (3) (1.8) 3 1.8 _ 9 0
Increase (decrease) in net assets $ 54 $§ 20 $ 9 §28 $63 348

Governmental Activities. Governmental activities increased the City of Auburn Hill's net assets by $5,378,207. The key
elements affecting this change are as follows:

= The City of Auburn Hills spent a total of $1,694,990 on purchase or construction of governmental activities capital
assets during 2005. In previous accounting methodolegies, this amount would have been a use of current resources
and a comesponding reducticn in fund balance. GASB-34 provisions require that these assets be capitalized which
results in no reduction in total assets. However, the costs of assets are allocated to the fiscal periods benefiting from
their acquisition by recording depreciation expense. Recording depreciation expense reduced total assets by
$2,584,923.

=  The City made total long-term debt principal repayments totaling $946,563. Previously this would have been recorded
as an expenditure reducing net assets.

. During 2005 interest income from investments increased by $719,511; net transfers-out decreased by $1,513,881, and
the Michigan Tax Tribunal tax appeal amount decreased by $943,860.

Business-Type Activities. Business-type activities increased the City of Aubum Hill's net assets $944,232. Key elements of
this decrease are as foliows:
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MANAGEMENT’S DISCUSSION AND ANALYSIS

CITY OF AUBURN HILLS

»  The water and sewer funds incurred operating losses in the amount of $835,604 and $595,701 respectively; however, non-
operating revenues and capital contributions contributed $918,730 and $1,373,340 respectively to the net assets of these
two funds. The operating losses resulted from charges being insufficient to cover the direct and operating costs of
providing these services.

«  The Fieldstone Golf Club fund had an operating loss of $105,808 and an additional $277,173 in net non-operating income
{expenses), capital contributions, and transfers-in.

Financial Analysis of the Government's Funds

As noted earlier, the City of Auburn Hills’ uses fund accounting to ensure and demonstrate compliance with finance-refated legal
requirements.

Governmental Funds. The focus of the City of Auburn Hills' governmental funds is to provide information on near-term inflows,
outfiows, and balances of spend-able resources. Such information is useful in assessing the City's financing requirements and
ability to meet financial demands as they occur. In particular, unreserved fund balance may serve as a useful measure of
government's net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the City of Auburn Hill's govemmental funds reported combined ending fund balances of
$26,189,478, an increase of $4,874,790 from the 2004 balance of $21,314,688. This is an increase of 22.9%. Except for $18,345,
the entire fund constitutes an unreserved fund balance which is available for spending at the government’s discretion.

The general fund is the chief operating fund of the City of Aubum Hills. At the end of the current fiscal year, the unreserved fund
balance of the general fund was $4,284,332. The unreserved fund balance represents 36.3% of total general fund expenditures.

After comparing the general fund balance to the balance as of December 31, 2004, the fund balance of the City of Auburn Hills’
general fund increased by $1,087,197. The key factors in this increase are as foliows:

= The increase is primarily attributable to an increase in fund revenues. General fund revenues in 2005 increased by
$1,662,697 over the prior year. The increases were experienced primarily in charges for services (particularly the
categories of engineering services and senior citizen programs) and property tax revenues. Also, interest revenue from
investments in 2005 was higher by $443,443, and the tax collection fee increased by $133,509. With respect to expenses,
excluding fund transfers, the total increase was limited to $286,233 or 3.2%.

The fund balances in all other City of Aubum Hills’ governmental funds increased by $3,787.593, from $18,099,208 to $21,886,801,
an increase of 20.9%. In revenues, the Palice Fund had an increase of $307,571 or 2.7% aver the prior year. Revenues in other
govemment funds were consistent with the prior year. In expenses, the principal and interest payments decreased in 2005 by
$884,353, and capital outlays expenditures decreased by $1,569,888. in addition, net transfers-in to these funds increased by
$825,026.

Proprietary Funds. The City of Auburn Hill's proprietary funds provide the same type of information found in the government-wide
financial statements, but in greater detail.
Unrestricted et assets in the proprietary funds decreased a total of $2,914,614.

«  The water and sewer funds incurred operating losses in the amount of $835,.604 and $595,701 respectively. These

operating losses were the result of charges for water and sewer not covering the direct operating costs of providing these
services. Fieldstone Golf Club had an operating loss of $105,808.

18




General Fund Budgetary Highlights

Four general fund departments’ budgets exceeded their total expense budgets for 2005 by the combined amount of $63,673.
The general fund also made two unbudgeted transfers of $1,000,000 and $241,735 to the Street Improvement fund and the
Fieldstone Golf Club fund respectively. Excluding the unbudgeted fund transfers, in total the general fund expenditures were
under budget by $1,646,300 in 2005.

Capital Asset and Debt Administration

Capital Assets, The City of Auburn Hill's investment in capital assets for its governmental and business type activities as of
December 31, 2005, amounts to $120,883,304 {net of accumulated depreciation and related debt). This investment in capital
assels includes water and sewer mains, office furniture and equipment, machinery and equipment, vehicles, buildings and
improvements, roads, and storm drains.

Additicnal information regarding the City's capital assets can be found in Note E in Exhibit A-14 of this report.

Long-Term Debt. At the end of the current fiscal year, the City of Aubum Hills had total debt outstanding of $21,390,953. The
issues included $495,000 of general obligation unlimited tax bond issues, $675,000 of general obligation limited tax band issues,
and $1,325,953 in land contracts and Michigan Tax Tribunal property tax appeals.

Total indebtedness of the City decreased $1,740,996 from $23,131,949 to $21.390,953. This decrease resulted from principal
payments of $1,662,502 on outstanding bonds and other installment loans and a net reduction in Michigan Tax Tribunals tax
appeals of $78,495. There was no new debt issued by the City in 2005,

The City has an A+ and A rating from Standard & Poor's Corporation and a A1 and A2 from Moody's Investors Service on general
obligation unlimited tax bond issues and on issues with tax limitations, respectively.

The City debt limit, as defined by statute, is ten percent (10%) of equalized property values or $282,302,043, Total City long-term
debt was $21,390,953 at December 31, 2005. Of this amount, $14,990,000 is subject to the debt limit. Currently the City is
utilizing only 5.3% of its total debt capacity per state statute.

Additional information on the City of Auburn Hill's fong-term debt can be found in Note F of Exhibit A-14 of this report.

Economic Factors and Next Year's Budgets and Rates

The unemployment rate for the City of Auburn Hills at the end of 2005 was 5.5% which was a decrease from the 2004 leve! of
5.6%. Although the change is modest, the employment rate is still low for the region.

The govemment expects to see reduced funding fram the State of Michigan due to continuing budget problems at the State level.
The City continues to experience increases in the cost of pension contributions and medieal insurance rates due to the continuing
lack of stability in the stock market and the increasing costs of medical care respectively. These factors were considered in the
2006 budget process as well as negotiations with union bargaining groups of the City.

The approved 2006 City of Auburn Hill's budget projected the general fund balance to increase by $33,082 during 2006.

Request for Information

This financial report is designed to provide a general overview of the City of Auburn Hill's finances for all thase with an interest in
the government’s finances. Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to the Finance Office, City of Auburn Hills, 1827 N Squirrel Rd., Auburn Hills, Michigan 48326,
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GOVERNMENT-WIDE STATEMENT OF NET ASSETS

DECEMBER 31, 2005
CITY OF AUBURN HILLS Exhibit A-1
Governmental Business-Type Component
Activities Activities Total Units
ASSETS
Cash and cash equivalents {Note C and M)..... $ 30,615,106 $ 18,784,963 $ 49,400,069 $ 11,744,601
Receivables:
Due from other governmental units........... 818,236 818,236
TaAXES. ..o 20,229,314 20,229,314 5,795,433
ACCOUNTS. ...t 1,398,418 1,356,122 2,754,540
Special Assessments.....................eeeees 5,026,537 13,168 5,039,705
Accrued interest....................L 29,213 29,213
Prepayments............cccooovecir e 18,345 18,345
INVENIONEs. . ... 107,941 107 941
Capital assets (net of accum. deprec.):
(Note E and Note M)
Depreciable assets:
Water and sewer mains.......................... 50,924,105 50,924,105
Office furniture & equipment.................... 105,026 106,026
Machinery & equipment.......................... 1,114,824 668,035 1,782,859
Vehicles...........c 890,803 198,830 1,089,693
Buildings & improvements....................... 10,460,111 6,272,108 16,732,219 12,750,346
Roads.........ooocviiiiiiiiiiic e 47 692,644 47,692,644 17,437,404
Storm drains..............coooveviii e 5,366,586 5,366,586
Neon-depreciable assets:
Land & improvements............................ 5,004,573 8,397,496 13,402,069 7,986,377
Construction in progress 1,997,700 1,997,700 3,311,813
Unamortized discount & issuance costs.......... 1,886,412 1,886,412
Pension Asset (Note 1)..................oiiine . 8,593,662 8,593,662
TOTAL ASSETS 137,334,185 90,636,153 227,970,338 59,025,974
LIABILITIES
Accounts Payable.......................coovevaen. 1,176,739 2,332,812 3,609,551 1,047,993
Accrued payrofl and other liabilities................ 334,555 334,555
Due to other governmentat units.................... 0 4,368,583
Deposits payable.......................o.ccveeveinnn 2,444,522 2,444,522
Unearned revenue (Note D).......................... 20,229,314 20,229,314 5,797,033
Accrued interest payable.............................. 77,872 77,872
Other liabilities......................ooeec e, 137,954 137,954
Non-current liabilities: 0
Current pertion of long-term debt(Note F})... 1,006,629 784,380 1,791,009
Long-term debt {net of current
portion} (Note F and Note M)............... 6,544,944 13,055,000 19,599,944 874,837
Compensated Absences......................... 1,247 464 125,898 1,373,362
TOTAL LIABILITIES 33,062,039 16,436,044 439,498,083 12,088,446
NET ASSETS
Invested in cap. assets (net of related debt}.... 64,377,938 56,505,366 120,883,304 41,485,940
Restricted assets (Note B)
Police Fund..............cooiieiie s 14,255,234 14,255,234
Brown Road Special Assessment Fund. .. 5,207,167 5,207,167
Otherfunds. .......cooeeeinieiiie e 2,629,061 2,629,061 5,451,588
Unrestricted.........ooooiiei 17,802,746 17,694,743 35,497,489
TOTAL NET ASSETS $ 104,272,146 $ 74,200,109 $ 178472255 $ 46,837.528

See Exhibit A-14, The Notes fo Financial Statements are an integral part of the statement
h




GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit A-2
Capital
Operating Grants
Charges for Grants and and
Functions/Programs Expenses Services Contributions Contributions
Primary government:
Governmental activities:
Legislative. . ........ocii e $ 221,283
Management and planning.........cc.oovevveeeiiii 2,394,903 $ 33,850
Publicsafety. ... 11,087,884 % 999 985 12,362
Streets, highways, & public improvements........................ 4,768,456 1,305,929 42,000
Cormmunity and economic development............coooevvmeennens 2,498,578 1,216,335 83,399
General SUPPOT. ... 2,539,177 22,645
Intereston long-termdebt. ..o 368,566
Total Governmental Activities 23,878,857 2,238,965 1,435,540 42 000
Business-type activities:
VLB ..ot r s e e 5,075,260 4,269,829 $ 435,636
T 4,688,502 4,092,801 937,704
Fieldstone Golf Club.................. 2,675,808 1,893,971
Total Business-Type Activities 12,439,570 10,246,601 Y] 1,373,340

Total Primary Government
Component units:

TIFA BS-A e

Brownfield Authority. ..........c.coeivnv e
Economic Development Corporation...........c.ccoeeivveveianans

Total Component Units

$ 36,318,427

$ 12,485,566

$ 1,435,540

$ 1,415,340

] 597,662
129,990
522,353
364,380

175

1,600

$ 1,614,560

$ 1,600

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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Business-

Governmental Type Component
Activities Activities Total Units
L3 (221,283) S (221,283}
(2,361,053) (2,361,053)
(10,075,547) {10,075,547)
(3,420,527) (3,420,527}
(1,198,844) (1,198,844)
(2.516,532) (2,516,532)
{368,566} (368,566)
{20,162,352) (20,162,352)
$ (379,795) (379,795)
342,003 342,003
(781,837} (781,837)
0 (819,629) (819,629)
(20,162,352) {819,629) (20,981,981)
$ (597.662)
{129,890)
(522,353}
{364,380)
1,425
0] 0 0 (1.612,960)
General Revenues:
1Y LT OPPPPeS 19,013,949 463,000 19,476,949 6,421,626
State shared revenues 1,692,490 1,692,490
Use of money and investments 1,862,088 510,650 2,372,738 337,493
Other general revenues:
Landfill proceeds...........c.oooviiiiiieenn 1,460,775 1,460,775
Franchise fees.........oocoiivieiiiiiiciiciinnns 138,666 138,666
Cellularlease. ..........cooeeiieiiniiiaeiiaiees 61,979 61,978
Other general revenues. ............cooeovveion 1,661,783 439,040 2,100,823
TrANSIEIS. . eeeeeeeee et e an (351,171} 351,171 0
Total General Revenues and Transfers 25,540,558 1,763,861 27,304,420 6,758,119
Change in net assets..........oooveeieeniin 5,378,207 944,232 6,322,439 5,146,159
Net assets-beginning Balance...................... 98,893,939 73,255,877 172,149,816 41,791,369
Net Assets-ending...........ccoorvremnicrinininnan, $ 104,272,146 $§ 74,200,109 $ 178,472,255 $ 46,937,528
25




BALANCE SHEET-GOVERNMENTAL FUNDS
DECEMBER 31, 2005

CITY OF AUBURN HILLS

Receivables:

LIABILITIES

Cash and cash equivalents (Note C)

Due from other funds (Note G)
ACCOUNES. i e
Special Assessments
Prepaids. . ..o et s e e

Accounts Payable
Accrued payrolt and other liabilities,
Due to other governmental units
Due to other funds {Note G)
Deposits payable
Deferred revenue (Note D)............

FUND BALANCES
Fund balances-Reserved for:
Prepayments
Fund balances-Unreserved:
Undesignated:
Reported in general fund
Reported in special revenue funds.................................
Reported in debt service funds
Reported in capital project funds.............oooiviviiviiienns

ASSETS

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

Major Local
General Streets Streets
$ 5,086,931 $ 361,796 $ 239,561
587,210 141,357 44,662
5,056,509
930,093
197,331 50
14,537
18,345
$ 11,890,956 $ 503,153 $ 284,273
$ 483,365 $ 81,664 $ 22,280
92,900 8,462 5,100
415911 32,808 17,165
1,383,192 509,727 325,740
5,212,911
7,588,279 632,681 370,285
18,345
4,284,332
(129,508) (86,012)
4,302,677 {129,508) (86,012)
$ 11,890,956 $ 503,153 $ 284,273

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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Exhibit A-3

Total
Brown Rd. Non-Major Governmental

Police Fire Spec. Assess. Eunds Funds
$ 15,066,234 $ 2,126,138 $ 195,167 $ 6,300,890 $ 29,376,717
45,007 818,236
11,381,803 3,347,396 443,606 20,229,314
26,193 956,286
264,324 4,600 506 466,811
5,012,000 5,026,537
18,345
$ 26,712,361 3 5,478,134 $ 5,207,167 % 6,816,202 $ 56,802,246
$ 159,106 3 18,509 $ 321,108 $ 1,086,032
162,458 61,041 329,961
607,251 165,610 10,876 1,249,621
4,377 221,488 2,444 522
11,528,312 3,350,796 $ 5,012,000 488613 25,592 632
12,457,127 3,800,333 5,012,000 1,042,083 30,702,768
18,345
4,284 332
14,255,234 1,877,801 3,753,433 19,670,948
195,167 161,102 356,269
1,859,584 1,859,584
14,255,234 1,877,801 195,167 5,774,119 26,189,478
§ 26,712,361 $ 5,478,134 5 5,207,167 3 6,816,202 $ 56,892,246
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RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO
THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS
DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit A-4

Total fund balances of governmental funds {See Exhibit A-3) $ 26,189,478

Amounts reported for governmental activities in the Siatement of Net Assets
are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds.

Office furniture & equipment .. 8 105,026
Machinery & equipment...............oooiiiiii 1,114,824
VBRICIES, .. e e e 890,803
Buildings & improvements................cooii 10,460,111
Land & improvements........c.ooooiiiniinr e e 5,004,573
Streets e 47,692,644
SO ArAiNS. .. o e e e 5,366,586 70,634,567
Allocation of Internal Service Funds to Governmental activities:
Fleet Management (exclusive of Fleet Management capital assets)...................o 1,120,566
Long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds.
Governmental obligation loans payable..............c.cooovvi 6,245,000
Land contract payable.............cociviiii i 11,629
Accrued interest payable. ..., 77,872
Tax tAbUNal CASES......cccoi e e e e 1,294,944 (7,629,445)
Other long-term assets are not available to pay for current period
expenditures and therefore are not reported in the funds.
Special assessments receivable................ 5,096,000
Police and Fire Departments receivables for fines and services .......... 222,311
Grant receivables. . ... e 45,007 5,363,318
Record Pension ASSEL..... ... e 8,593,662

Net assets of governmental activities $ 104,272,146

See Exhibit A-14, The Notes to Financial Staternents are an integral part of the statement
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STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND

BALANCES--GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit A-5
Major
General Stroets
REVENUE
PrOPOITY TAXES. ..+ vteeerrmeeiisiemtie e rreeeinr e e e e n e e e s e S s 5,012,615
Special assessments
Licenses and permits 607,951
Charges fOr SEIVICES . ....o...ouiiietrirteir s oo oot s m et b 597,848
FINeS An0 fOMEItUIES . ..o e eeee ettt ierareaemeree et ir s aa et st a et b e r b ra e s rn e
(S0 10 e Tl e e = TR TP PRSP S PR P S S
Lo Loy Lo = TUUT T PP PPV TPUPPTPREPRP P 1,671,749 954,947
Use of MONey and PrOPEIY. .....viii e aereientt e 1,448,524 12,702
Administrative and interfund Charges.........coooiiiiiiiio e 3,199,071
(001 1= JU TP PR S L 355,253 240
TOTAL REVENUE 12,893,011 967,889
EXPENDITURES
Current operations:
LEGISIANIVE. . .evvire et iieiei s i oee e e e s 225,274
Management and planning..... ... 3,366,277
PUBRC SAIBY. ...\t ieiees e et e e
Streets, highways, & public Improvements............ 401,855 1,416,497
Community and economic development. ... ..o 2,197.477
GENETAl SUPPOM. ... o ettt aeeeeeeeiirtia s e s ars e abar e e st ee st s r oo st e 2,683,324
CAPIA) BUIIAY. - e ce ettt e e 320,718
Debt service:
LY B 0 0 - TR O PP PP PP PRSP RR PR PR
PHNCIPAl PAYIMENTS. ..o ettt e et e 21,563
TR0z Lo T D P PSR POP RPN 2,591
TOTAL EXPENDITURES 9,219,079 1,416,497
REVENUE OVER (UNDER) EXPENDITURES 3,673,832 {448,608)
OTHER FINANCING SOURCES (USES)
General TUNO NS OrS. . it it et ir ey ettt ra e et a b a b e e ma i n e e {2,586,735) 200,000
Transfers in from Other FUNGS. ...t et a e s
Transfers out 10 Other FURES. ... .. e (65,052}
TOTAL OTHER FINANCING SOURCES (USES) (2,586,735) 134,948
REVENUE AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES AND OTHER USES 1,087,197 (313,660)
Fund balance at beginning of Year. ... 3,215,480 184,162
FUND BALANCE (DEFICIT) AT END OF YEAR 4,302,677 {129,508}

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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Brown Rd Total
Lacal Spec. Assess Non-Major Governmental
Straets Police Fire Debt Funds Funds

10,448,068 3,072,170 $ 404,601 $ 18935454

3 392,000 382,000

12,035 640 620,626

605,568 150,890 884,845 2,238,151

283,064 0 283,064

37,844 41,851 79,795

291,115 54,290 71,447 3,043,548
2,737 388,721 64,495 315,213 110,633 2,343,025
3,198,071

4,758 28,923 78,627 1,733,575 2,201,376
298,610 11,818,669 3,404,126 707,213 3,247,592 33,337,110
225,274

493,110 3,859,387

9,759,291 3,114,268 17,996 12,891,555

890,142 275 455,760 3,164,529
94,403 2,291,880

2,683,324

156,186 62,181 1,022,550 1,561,635

425,000 500,000 946,563

282,950 83,025 368,566

890,142 9,915,477 3,176,449 708,225 2,666,844 27,992,713
(581,532) 1,903,192 227,677 {1,012) 580,748 5,344,397
500,000 1,645,000 (241,735)
1,382,994 1,382,994
(162,820) {1,382,994) {1,610,866)
500,000 0 {162,820} 0 1,645,000 {469.607)
(91,532} 1,903,192 64,857 (1.012) 2,225,748 4,874,790
5,520 12,352,042 1,812,944 196,179 3,548,371 21,314,688
{86,012) 14,255,234 1,877,801 $ 195,167 $ 5,774,119 $ 26,189,478
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
GOVERNMENT-WIDE STATEMENT OF ACTIVITES

FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit A-6

Net change in fund balance-total governmental funds {See Exhibit A-5) $ 4874790

Amounts reported for governmental activities in the Statement of Activities
are different because:

Govemmentaf funds report capital outlay as expenditures. However, in the Statement
of Aclivities the cost of assets is allocated over their usefyl lives and reported as
depreciation expense, Details of the adjustements are:

Capital outlay {less Intemal Service additions of B2B0,062)....0evieeeeeeee e 1,694,980
Depreciation expense (less Internal Service depreciation expense of $467,563).........................._. (2,584,923)
MISCEIIANGOUS. ... oo e 2,511

The payment of principal on long-term debt consumes current financial resources of the
of the governmental funds. However, on the Statement of Net Assets, repayment of
principal is recorded as a reduction to long-term debt payable and does not have
any effect on net assets.

Long-term debt principal FepayMeNt... ... ..............comiurrrosreereoooeoseoooeeeeooso 946,563
The activities of the internal service funds are considered part of the governmental

activities on the Govemment-Wide Statements but are not reported in the
GOVEIMMENLAN HLINGS, ......oovo e 236,911

Decrease in liability for the MTT APPBAIS......ooii e 78,495

Revenues in the statement of activities that do not provide current financial resources (deferred
revenues) are not reported as revenues in the funds

.................................................................... (384,041)
Pension asset change revenues reported in the Statement of Activites do not provide current
financial resources and therefore are not reported as revenues in the
GOvernmental funds. ... e 512,911

Change in net assets of governmental activities 3 5,378,207
———

See Exhibit A-14, The Notes to Financial Statemants are an integral part of the statement
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STATEMENT OF NET ASSETS -- PROPRIETARY FUNDS
DECEMBER 31, 2005

CITY OF AUBURN HILLS

Exhibit A-7

CURRENT ASSETS
eash and C3Sh SQUVAIENIS. ...t
Receivables:
BoOOUMS. o1 e

LAND, BUILDINGS AND EQUIPMENT

el AN SEWSE IGNS........ vt

Less: Allbwance 10F dOPIBCIANON. .....ooos oo
TOTAL CAPITAL ASSETS NET OF DEPRECIATION

Other non-current assets - unamortized discount & bond issuance costs.................... .
TOTAL FOR NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Current portion of 1ONGABM BBt
Accounts payable........ ..
Due to other funds (Note G)
Other liabilities................co.ooo

TOTAL CURRENT LIABILITIES

LONG TERM DEBT-Net of cumrent POON. ...ttt

NET ASSETS:

Invested in capital assets net of related debt.. ...
MESHIABttese LTT

TOTAL NET ASSETS

Ses Exhibit A-14, The Notes to Financial Statements ara an integral part of the statement

Enterprise

Water Sewsr
$ - $ 18,310,393
626,415 731,033
8,379 4,789
563,816 1,700,170
15,237 13,976
73,520
1,287,367 20,760,361
28,970,245 31,024,958
2,253,688 88,759
1,997 700
33,221,633 31,113,717
4,838,460 6,010,729
28,383,173 25,102,988
28,383,173 25,102,988
29,670,540 45,863,349
1,415,417 876,090
76,747 26,111
18,029 5494
1,510,193 907,695
1,510,193 907,695
28,383,173 25,102,988
(222,826) 19,852,666
$ 28,160,347 § 44955654
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Funds

Fieldstone Internal
Golf Club Total Service
3 10,470 $ 18,320,863 5 1,702,489
1,357,448
13,168
2,263,986 1,373,175
29,213
34,421 107,941
44 891 22,092,619 3,075,664
59,995,203
8,397,496 8,397 496
7,880,085 7,880,085
3,210,641
22,510 2,364,957 1,018,460
1,897,700
16,300,091 80,635,441 4,229,101
1,625,982 12,475,171 3,135,689
14,674,109 68,160,270 1,093,412
1,886,412 1,886,412
16,560,521 70,046,682
16,605,412 92,139,301 4,169,076
784,380 784,380
7,312 2,298,819 124,700
2,279,912 2,382,770 30,962
112,709 136,232 1,379,491
3,184,313 5,602,201 1,535,153
13,055,000 13,055,000
16,239,313 18,657,201 1,535,153
2,721,141 56,207,302 1,093,412
(2,355,042} 17,274,798 1,540,511
$ 366,099 73,482,100 $ 2,633,923
————
Amounts reported for business-type activities in the
statement of net assets are different because:
Allocation of internal service fund (Fleet Management
fund) to business-type activites................._. 718,009
Net assets of business-type activities 3 74,200,109
e Y
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STATEMENT OF REVENUES, EXPENSES AND CHANGES IN
FUND NET ASSETS -- PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit A-8
Enterprise
Water Sewer
OPERATING REVENUE
Watercharges. ......................... 3 3,709,776
Sewer Charges $ 3,862,579
Hrydrant and equipment rental
Vehicle rental fees
Greenfees...................oo..o
Golf cart rentals
Practice range fees
Merchandise sales
Food & beverage sales
Other operating income 550,053 230,222
4,259,829 4,092,801
OPERATING EXPENSES
SEIAMes ANd WAGES......o.....oooioievvvi s 589,425 177,027
FN08 DOMBMUS. ..o 386,819 89,351
SUPBIIES. .. oo 163,037 17,669
CONIFACted SIVICeS. ... s 605,545 375,196
OUNGY OPEraling €XPENSES. ........c.vocesr ol rie oo oo 298,434 264,772
AGMINISHTAIVE GRAMGES. . ..vvr.oovoeciessccerre e e 478,186 308,672
Cost of water and SEWaQE dISPOSA............o.oii T 2,005,961 3,129,240
Deprecialion and aMORZaNON. .....................coo.. L 568,026 326,575
TOTAL OPERATING EXPENSES 5,095,433 4,688,502
TOTAL OPERATING INCOME (LOSS) (835,604) (595,701)
NONOPERATING REVENUES (EXPENSES)
ITUETEST GBINED. ..ot 40,834 459,346
Interest expense............................. T
o
OMNFMCOME. T 209,275 209,275
TOTAL NONOPERATING REVENUE (EXPENSE) 250,109 668,621
INCOME (LOSS) BEFORE OPERATING TRANSFERS & CAPITAL CONTRIBUTIONS (585,495) 72,920
CAPITAL CONTRIBUTIONS
Capital and lateral ORAIGES. . 194,884 923,795
DEVRIOPEr COMIBUNIONS........oo.c.co oL 240,752 13,909
TOTAL CAPITAL CONTRIBUTIONS 435,636 937,704
LOSS BEFORE OPERATING TRANSFERS (149,859) 1,010,624
OPERATING TRANSFERS
THAMSTEISHI(OU)...oo e 32,526 (209,209)
TOTAL OPERATING TRANSFERS 32,526 {209.209)
CHANGE IN NET ASSETS (117,333) 801,415
Net assets-beginning of YEAM o 28,277,680 44,154,239
NET ASSETS AT END OF YEAR $ 28,160,347 $ 44955654

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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Funds

Fieldstone Internal
Golf Club Total Service
3,709,776
3,862,579
0 5 1,192,501
571,600
$ 1,292,577 1,292,577
8,408 8,408
57,892 57,892
83,174 83,174
443 586 443,586
8,334 788,609 34,799
1,893,971 10,246,601 1,798,900
348,880 1,115,332 227,900
102,921 579,091 135,925
307,389 488,095 370,820
624,481 1,605,222 243,097
138,960 702,166 104,369
786,858
5,135,201
477,148 1,371,748 642,788
1,899,779 11,783,714 1,724,899
{105,808) {1,537,113) 74,001
6,732 506,912 13,711
(676,029) (676,029)
463,000 463,000
418,550 75,164
(206,297} 712,433 88,875
(312,105) {824,680) 162,876
1,118,679
254,661
0 1,373,340 0
(312,105} 548,660 162,876
483,470 306,787 162,820
483,470 306,787 162,820
171,365 855,447 325,696
194,734 2,308,227
$ 366,089 3 2,633,923
Amounts reported for business-type activilies in the statement of activites are different because
the business-type activities of the internal service fund have been added to these aclivites........ 88,785
Change in net assets of business-lype activities 944,232
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STATEMENT OF CASH FLOWS -- PROPRIETARY FUNDS
DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit A-9
Enterprise
Water Sewer
CASH FLOWS FROM OPERATING ACTIVITIES
Cash receivet fIOM CUSLOMBIS. .. ... o e e sesr s is s ees s s b 3,804,044 $ 4235378
Cash payments for goods ANd SEMVICES. ... s st s s (3,206,752} {3.755,276)
Cash payments to employees. . SO TP TPRP (51.783) (270,513)
Other Operating BXPENSES. ......cco.evorvrnir s (298,434) (264,772)
OFNEr OPETANING IMCOMIE. .eo.cvoeeeroaesemssmsessrererrs ey cr b a8 Eer 2840808 T 550,053 230,222
NET CASH PROVIDED BY OPERATING ACTIVITIES 797,128 175,039
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
QOperating transfers in 32,526 {209,209)
Other nonoperating receipts......cov i 208,275 209,275
NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES 241,801 66
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Principal paid on 1ong term bl s
Interest paid on long term debt........
Capital and lateral charges......... 194,884 923,795
PUrchase of CAPHAl ASSEIS........ oo uci et b b (2,053,250) (12,569)
NET CASH PROVIDED BY (USED IN) CAPITAL AND RELATED FINANCING ACTIVITIES {1,858,3606) 911,226
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received ON INVESIITHENTS. ... .o\ i er et rer s s e ns e e n s bm T e 40,834 459,346
NET CASH PROVIDED BY INVESTING ACTIVITIES 40,834 459,346
Net increase (decrease) in cash and cash equivalents.... ... (778,603) 1,545,677
Cash and cash equivalents-Beginning of YBar. ... 778,603 16,764,716
Cash and cash equIvalents-end Of YBAT. ..o i s 0] $ 18,310,393
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY (USED FOR) OPERATING ACTIVITIES
Operating INCOME (F0SS). - oo reeitimreiriins s scmiese o oo (835,604) 3 (595,701)
ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TQ NET CASH PROVIDED
BY (USED FOR) OPERATING ACTIVITIES
Depreciation and amortization expense 568,026 326,575
Decrease (increase) in accounts receivable 20,562 (52,566)
Decrease (increase) in special assessments receivable 2,940 2,940
Decrease (increase) in inventory (10,936)
Decrease (increase) in due from other funds 70,366 422,424
Increase {decrease) in accounts payable 992,235 75,502
Increase {(decrease) in due to other funds {10,085)
Increase (decrease) in accrued payroll and other liabilities (776) {4,135)
Total Adjustments 1,632,732 770,740
Net cash provided by (used in) operating activities 797 128 $ 175,039

NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES:

During the year ended December 31, 2005, developers contributed $254,661 of mains to the City, of which $240,752 were

water mains while the remaining $13,909 were sewer mains.

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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Funds

Fialdstone
Golf Internal
Club Total Service
$ 1,885,637 $ 9,925,059 1,764,101
{1,102,026) (8.064,054) (864,907)
{448,815) (771,111) (326,377)
(563,206) {104,369)
8,334 788,609
343,130 1,315,297 468,448
483,470 306,787 162,820
113,000 531,550 75,164
596,470 838,337 237,984
(715,939) {715,939)
(682,112} (682,112)
1,118,679
(5,405) {2,071,224) {385,018)
{1,403,456) {2,350,596) (385,018)
6,732 506,912 13,711
6,732 506,912 13,711
(457,124) 309,950 335,125
467,594 18,014,913 1,367,364
10,470 3 18,320,863 1,702,489
(105,808) {1,537,113) 74,001
477,148 1,371,748 642,788
(31,604)
5,880
5,874 (5.062)
492,790 (34,799)
(37,070) 1,030,667 (250,990)
(10,085) 2,510
2,986 {1,925) 34,938
448,938 2,852,410 394 447
343,130 $ 1,315,297 468,448
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STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
DECEMBER 31, 2005
CITY OF AUBURN HILLS Exhibit A-10
Pension
Agency Trust
Fund Fund
ASSETS
Cash and cash equivalents (NOLE Cl.........coovviei e, 20,140,731 126,387
Receivables:
Accrued imterest and dividends. ... 803
Investments at fair value:
Mutual fuNgs. ... 23,214,335
TOTAL ASSETS 20,140,731 23,341,525
LIABILITIES
DUE 10 Other FUNOS. ..o ettt ee e e 930,093
Undistributed tax coll@ttionS.....c.o.o.ooieeeeeeeer oo et 19,210,638
TOTAL LIABILITIES 20,140,731 0
NET ASSETS
Held in trust for pension benefits and other purposes.............c.oovvvvvvennn ... 0 23,341,525

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
DECEMBER 31, 2005
CITY OF AUBURN HILLS Exhibit A-11
Pension
Trust
Fund
ADDITIONS
Contributions:
EMPIOYET. ..ot eiieeemsairsesmsamss s ans s $ 1,577,269
Plan MEMDETS. ......civirircinine e maannea s rrees 229,704

TOTAL CONTRIBUTIONS 1,806,973

Investment earnings:

Net increase in fair value of investments................... 1,579,391
(1) 1= EUTT TP 11,524
TOTAL INVESTMENT EARNINGS 1,590,915
Less: iNveStment EXPENSES....... . ccoveriirmmrmsraeeees {80,529)

NET INVESTMENT EARNINGS 1,510,386

TOTAL ADDITIONS 3,317,359

DEDUCTIONS
Pension DenefitS........coveoiiirire i 1,138,912
TOTAL DEDUCTIONS 1,138,912
CHANGE IN NET ASSETS 2,178,447
Net assets-beginning of the year...........coooovveen 21,163,078

NET ASSETS-END OF THE YEAR § 23,341,525
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STATEMENT OF NET ASSETS -- COMPONENT UNITS
DECEMBER 31, 2005

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement

CITY OF AUBURN HILLS Exhibit A-12
TIFA 85-A TIFA 85-B
ASSETS
Cash and cash equivalents (NOte M).....c.ooivioirr e $ 5,438,757 3 1,954,475
Receivables:
HE: YT P P P PP 1,016,278 1,469,158
IV I (31 =3 TP OT PRSP SFP 5,137,435
Land Improvements (Note M) .. ... 831,731
Buildings & Improvements (Note M}
Construction in progress (NOtE M. s
Roads and other infrastructure (Note M) 15,088,224 1,745,075
TOTAL ASSETS 27,512,425 5,168,708
LIABILITIES AND FUND EQUITY
LIABILITIES
ACCOUNES PAYABIE. ... i e e e e 39,147
Due to other governmemtal UnitS. ... ... e e 3,240,343 1,094,474
[0 LT N U U O P PP PP 1,016,278 1,469,158
Long-term debt (NOt@ M. e s 219,813 248,498
TOTAL LIABILITIES 4,515,581 2,812,130
NET ASSETS
Investment in capital assets-net of related debt.................. 21,057,390 1,745,075
Restricted for PrOGramMIS. ... ..vuu et e 1,839,454 611,503
TOTAL NET ASSETS $ 22,996,844 $ 2,356,578
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Economic

Brownfield Development

TIFA 86-D Authority Corporation Total
$ 3,780,827 3 560,458 $ 10,084 11,744,601
2,534,822 775,175 5,795,433
2,017,211 7,154,646
831,731
12,750,346 12,750,346
3,311,813 3,311,813
604,105 17,437,404
24,899,124 1,335,633 10,084 59,025,974
844,047 164,799 1,047,993
33,766 4,368,583
2,534,822 775175 1,600 5,797,033
389,107 17,418 874,837
3,801,742 957,383 1,600 12,088,446
18,683,475 41,485,940
2,513,807 378,240 8,484 5,451,588
$ 21,197,382 3 378,240 $ 8,484 46,937,528
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STATEMENT OF ACTIVITIES
COMPONENT UNITS
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS

Exhibit A-13

COMPONENT UNITS

Brownfield Authority
Economic Development Corporation

TOTAL COMPONENT UNITS

Program Revenues

Operating
Charges for Grants and
Expenses Services Contributions
$ 587,662
129,990
522,353
364,380
175 1,600
$ 1,614,560 $ 1,600 3 0

General revenues
Use of money and properly
Transfers inflout)..........o
Total General Revenues, Transfers and Extraordinary Item

Change in Net Assets
Net assets - beginning

Net Assets -- Ending

See Exhibit A-14, The Notes to Financial Statements are an integral part of the statement
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Net (Expense} Ravenue and Changes in Net Assets

Economic
Brownfield Development
TIFA 85-A TIFA 85-B TIFA 86-D Authority Corporation Total
3 (597,662) $ (597,662)
3 {129,990} {129,990)
$ (522,353) {522,353}
{364,380) (364,380)
1,425 1,425
(587,662) {129,990) (522,353) (364,380) 1,425 (1,612,960)
3 1,595,376 3 1,522,616 5 2,735,952 567,681 $ 6,421,625
129,916 86,997 104,400 16,145 36 337,494
700,000 {1,550,000) 850,000 -
2,425,292 59,613 3,690,352 583,826 36 6,759,119
1,827,630 (70,377) 3,167,999 219,446 1,461 5,146,159
21,169,214 2,426,955 18,029,383 158,794 7,023 41,791,369
$ 22,996,844 3 2,356,578 3 21,197,382 378,240 8,484 $ 45,937528
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NOTES TO FINANCIAL STATEMENTS

CITY OF AUBURN HILLS EXHIBIT A-14

NOTE A — DESCRIPTION OF CITY OPERATIONS, REPORTING ENTITY. AND FUND TYPES

The City of Aubum Hills was incorporated in 1983 out of the former Pontiac Township. The City covers an area of approximately 17.5 square
miles and provides services to its 19,837 residents (2000 U. S. Census of Population) in many areas including police and fire protection, street
maintenance, water and sewer services, community enrichment and recreation services, as well as other general governmental functions. The
City is governed by an elected, seven-member non-partisan Council. The Council elects one of its members to serve as mayor.

As required by generally accepted accounting principles, these financial statements present the financial position and results of operation of
the City of Auburn Hills (the primary govemment) and its component units. The component units discussed below are included in the City's
reporting entity because of the significance of their operaticral or financial relationships with the City.

Blended Component Units:

The Auburn Hills Building Authority is a legally separate entity govemed by a five-member Board that is appointed entirely by the
City Council. It is reported as if it was part of the primary govemment because its primary purpose is to finance and construct the
City's public facifities.

Discretely Presented Componant Units:

The foliowing component units are reported within the compenent unit column in the fund financial statements. They are reported in
a separate column to emphasize that they are legally separate from the City.

The Tax Increment Finance Authorities (TIFAs) are govemed by a seven-member Board. The Board is appointed by the Mayor and
confirmed by the City Council. The City can significantly influence the operations of the TIFA Board since the City Council approves
the TIFA budgets. The TIFAs were created ta finance infrastructure improvements within certain boundaries of the City.

The Brownfield Authority is governed by a five-member Board. The Board is appointed by the Mayor and confirmed by the City
Council. Since the City Council appoints the Brownfield Authority, the City can significantly influence the operations of the Authority.
The five-member board is comprised of one member of the City Council and four citizens at-large. The Brownfield Authority was
created to provide a means for financing remediation of Brownfield (environmentally contaminated) sites within the City.

The Economic Development Corporation (EDC) is governed by a nine-member Board. This Board is appointed by the Mayor and
confirmed by the City Council. Accordingly, the City can significantly influence the operations of the Economic Development
Corporation. The EDC was created to provide a means and method for the encouragement and assistance of industrial and
commercial erterprises in relocating, purchasing, constructing, improving or expanding within the City. The EDC may issue
industrial revenue bonds as a means of providing financing for certain enterprises.

Although no separate financial statements are prepared for the component units, all financial information can be obtained from the
City's Finance Department.

NOTE B-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City of Aubum Hills conform to accounting principles generally accepted in the United States of America {GAAP)
as applicable to governmental units. The following is 2 summary of significant accounting policies used by the City of Auburn Hills.

Government-Wide and Fund Financial Statements

The govemment-wide financial statements (i.e. the statement of net assets and the statement of activities) report information on all
of the non-fiduciary activities of the primary gevernment and its component units. For the most part, the effect of inter-fund activity
has been removed from these statements. Govemmental activities, which normally are supported by taxes and intergovemmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees and charges for support.
Likewise, the primary government is reported separately from certain legally separate component units for which the primary
government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function, or segment, are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Program revenues
include 1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by
a given function or segment and 2) grants and contributions that are restricted to meeting the operational or capital requirements of
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a particular function or segment. Taxes and other items not properly included among program revenues are reported instead as
general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, fiduciary funds, and the component units
even though the fiduciary fund statements are excluded from the government-wide financial statements. Major individual
governmentat funds and major individual enterprise funds are reported as separate columns in the fund financial statements.

Measurement Focus

The accounting and financial reparting treatment applied to a fund is determined by its measurement focus.

The government-wide financial statements are reported using the economic resources measurement focus and the accrual basis
of accounting, as are the proprietary fund, the fiduciary fund and the component unit financial statements. Revenue is recorded
when eamed and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenue in the year for which they are levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are accounted for using a current financial resources measurement focus and the
modified accrual basis of accounting. Revenue is recognized as soon as it is both measurable and available for use. Revenue
is considered to be available if it is collected within the current period or soon enough thereafter to pay liabilities of the current
period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to claims and judgments, are recorded only when payment is due. For this
purpose, the City considers all revenues to be avaitable if they are collected within 60 days of the end of the fiscal year. The
following major revenue sources meet the availability criterion: state-shared revenue, state gas and weight tax revenus, and
interest associated with the current fiscal year. Conversely, special assessments and federal grant reimbursements will be
collected after the period of availability; receivables have been recorded for these, along with a “deferred revenue” liability.
Revenues which are considered measurable, but not available are recorded as a receivable and deferred revenue.

The City reports the following major governmental Funds:

a. The General Fund is the general operating fund of the City. It is used to account for all financial resources of the City
which are not required to be accounted for in other funds.

b. The Major Streets Fund is used to account for the revenues received from the State of Michigan under Act 51 which
are specifically earmarked for construction and maintenance of roads designated as major streets in the City.

c. The Local Streets Fund is used to account for the revenues received from the State of Michigan under Act 51 which
are specifically earmarked for construction and maintenance of roads designated as local streets in the City.

d. The Police Fund is used te account for the revenues and expenditures of the City of Aubum Hills Police Department.
This fund is financed primarily through a separate millage specifically for Police services.

e. The Fire fund is used to account for the revenues and expenditures of the City of Auburm Hills Fire Department. This
fund is financed primarily through a separate millage specifically for Fire services.

f. The Brown Road Special Assessment Fund is used to account for the funding and payment of principal and interest on
debt issued in 1999 for the paving of Brown Road adjacent to the Auburn Mile Development. Property tax special
assessments are made to the business in this development.

Proprietary Funds are used to account for City operations which are similar to those often found in the private sector. All
proprietary funds are accounted for on a flow of economic resources measurement focus. With this measurement focus, all
assets and all liabilities associated with the operation of these funds are included on the balance sheet. Fund equity (i.e. net
total assets) is segregated into contnbuted capital and retained eamings components. Proprietary fund-type operating
statements present increases (i.e. revenues) and decreases (i.e. expenses) in net total assats.

The City reports the following major proprietary funds:

a. The Water Fund accounts for the operations of the City's water department which provides water services to all
residents of the City on a user charge basis.

b. The Sewer Fund accounts for the operations of the City’s Sewer Department which provides sewage disposal services
to city residents on a user charge basis.
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NOTES TO FINANCIAL STATEMENTS

CITY OF AUBURN HILLS EXHIBIT A-14

c. The Fieldstone Golf Club Fund is used to account for the operations of the City's municipal golf course, Fieldstone Golf
Club. This fund is funded primarily through user fees charged to individuals using these facifities.

Additionally, the City reports the following fund types:

a. Internal Service Funds are used to record the financing of services provided by the City to other cdepartments and funds on
a cost reimbursement basis.

b. Two Fiduciary funds: the Agency and Pension Fund. The Agency Fund is used to account for assets held by the City as
an agent for other governments or other funds. Agency funds are custodial in nature (assets equal liabilities) and do not
involve the measurement or results of operations. Beginning in 2004, the Pension Fund was changed over from a third
party managed activity to a City heid and confrolled trust. There is a Pension Board made up of nine members that
administer the Pension Plan, The Pension trust holds the resources for the members and beneficiaries of the defined
berefit pension plan. There are no restrictions on the assets to pay any particutar member of beneficiary.

Private sector standards of accounting issued prior to December 1, 1989 are generally followed in both the government-wide and
proprietary fund financial statements to the extent that those standards do not conflict with the standards of the Governmental
Accounting Standards Board. The City has elected not to follow private sector standards issued after November 30, 1989 for its
business-type activities.

As a general rule, the effect of inter-fund activity has been eiiminated from the government-wide financial statements. Exceptions to
this general rule are charges between the City's water and sewer function and various other functions of the City. Eliminations of
these charges would distort the direct costs and program revenues reported for the various functions concerned.

Proprietary funds distinguish operating revenue and expenses from non-operating items. Operating revenue and expenses
generally result from charges to customers for sales and services. The Water and Sewer Fund also recognizes the portion of tap
fees intended to recover current costs (e.g., labor and materials to hook up new customers) as operating revenus. The portion
intended to recover the cost of the infrastructure is recognized as non-operating revenue. Operating expenses for proprietary funds
include the cost of sales and services, administrative expenses, and depreciation on capital assets. All revenue and expenses not
maesting this definiticn are reported as non-operating revenue and expenses.

Property Taxes

Property taxes and other revenue that are both measurable and availabie for use to finance operations of the City are recorded as
revenue when eamed. Cther revenue is recorded when received.

Properties are assessed as of December 31 and the related property tax becomes a lien on December 1 of the following year. The
related property taxes are billed December 1 with the final collection date of February 28 before the delinquent taxes are turned over
to the County for collection and payoff. Property taxes to finance 2005 operations were assessed December 31, 2003, levied on
December 1, 2004, and substantially collected in January and February, 2005, See Note K for further information,

Property taxes levied December 1, 2005 will be used to finance the operations in 2006. As such, these taxes are recorded as
deferred revenue in each respective fund at December 31, 2005.

Cash Eqguivalents

For purposes of the statement of cash flows, the proprietary funds consider all highly liquid investments with an original maturity of
three months or less to be cash equivalents.

Investments
Investments are recorded at fair value, based on quoted market prices.

Recelvables and Payables

In general, on the fund based statements, outstanding balances between funds are reported as "due toffrom other funds.” However,
any residual balances outstanding between the governmental activities and the business-type activities are reported in the
government-wide financial statemants as “internal balances.” All trade and property tax receivablas are shown net of allowance for
uncollectible amounts.
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Inventori

and Prepaid Items

Inventories in the business-type activities are valued at cost, on a first-in, first-out basis which approximates market value.
Inventories of govemmental funds are recorded as expenditures when consumed rather than when purchased. Certain
payments to vendors reflect costs applicable to future years and are recorded as prepaid items in both government-wide and
fund financial statements.

Fixed Assets

Fixed assels, which include property, plant, equipment, infrastructure assets {e.g. roads, and storm water drains), are reported in
the applicable governmental or business-type activities column in the government-wide financial staternents. Capilal assets are
defined by the City as assets with an initial individual cost of more than $2,500 and an estimated useful life in excess of one
year. Such assets are recorded at historical cost or estimated historical cost if the original purchase price is not available.
Donated capital assets are recorded at estimated fair market value at the time of donation.

Depreciation on properly and equipment is computed using the straight-line method over the estimated useful lives of the related
assets. The estimated useful lives are:

Water and Sewer Mains 50-100 years
Vehicles 3-5 years
Office Furhiture and Equipment 3-5 years
Machinery and Equipment e 5 years
Buildings and !mprovements 30-35 years
Roads 40 years
Storm Drains 50 years

Long-Term Liabilities

In the government-wide financial statements and the fund financial statemants for the proprietary fund types, long term debt and
other long term obligations are reported as liabilities in the applicable govermmental activities, business type aclivities or
proprietary fund type statement of net assets.

In the governmental fund financial statements, the face amount of the debt issued is reported as other financing sources in the
period when the debt was issued. Bond premiums received on debt issuances are reported as other financing sources while
bond discounts are reported as ather financing uses in the period that the bonds were issued. Issuance costs are reported in the
same period as the bond issuance and are reported as debt service expenditures.

Employee Vacation and Sick Time

City employees are granted vacation in varying amounts based on length of service. Vacation pay is accrued and fully vested
when earned; upon termination, employees are paid accumulated vacation at full rates to a limit of their maximum accrual which
varies by bargaining unit.

All employees accrue one day of sick time manthly. This sick time is fully vested when eamed. Any accrued amount in excess
of 240 hours is paid at full rates at the end of each year. Upon termination, employees are paid for their remaining sick time at

full rates.

The liability for this accrued sick and vacation time is reported in the Accrued Sick and Vacation Internal Service Fund.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not avaitable for
appropriation or are legally restricted by outside parties for use for a specific purpose. Designations of fund balance represent
tentative management plans that are subject to change.
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Restricted Net Assets:

Assets which are restricted net assets for specified uses by bond debt requirements, grant provisions, or other external requirements
are classified as restricted net assets. Following is a list of restricted net assets:

Police $ 14,255,234
Fire 1,877,801
Brown Road Special Assessments 5,207,167
Tree Ordinance 466,715
Drug Forfeiture 42,539
Police Grants and Donations 5,816
Metro Act 75,088
Library Expansion 161,102
Total Restricted Assets £22.091.462

In addition, the $5,451,588 restricted net assets of the component units are restricted to be spent in accordance with the respective
TIFA, Brownfield and EDC plan documents

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the period. Actual results
could differ from those estimates.

NOTE C-CASH AND CASH EQUIVALENTS

Michigan Gompiled Laws, Section 129.91 {Public Act 20 of 1943, as amended} authorizes local governmental units to make deposits and
invest in the accounts of federally insured banks, credit unions, and savings and loan associations that have offices in Michigan. The local unit
is allowed to invest in bonds, securities, and other direct obligations of the United States or any agency or instrumentality of the United States;
repurchase agreements; bankers’ acceptances of United States banks: commercial paper rated within the two highest classifications that
matures not more than 270 days after the date of purchase; obligations of the State of Michigan or its political subdivisions that are rated as
investment grade; and mutual funds composed af investment vehicles that are legal for direct investment by local units of government in
Michigan. To the extent that cash from various funds has been pooled in an investment, related investment income is allocated to each fund
based on relative participation in the pool.

The Pension Trust Fund is authotized by Michigan Public Act 314 of 1865, as amended, to invest in certain reverse repurchase agreements,
stocks, diversified investment companies, annuity investment contracts, real estate leased to public entities, morigages, real estate (if the trust
fund's assets exceed $250 millian), debt or equity of certain small business, certain state and local government obligations, and certain other
specified investment vehicles.

The City has designated five banks for the deposit of local unit funds. The investment policy adapted by the commission in accordance with
Public Act 196 of 1897 has authorized investment in bonds and securities of the United States government and bank accounts and CDs. The
City's deposits and investment policies are in accordance with statutory authority.

The City's cash and investments are subject to three types of risk, which are examined in more detail below:

Custodlal Credit Risk of Bank Deposits - Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may
not be returned to it. The City's investment policy restricts depository accounts to federally insured institutions located within the state of
Michigan (consistent with state law). At year end, the City had $10,210,785 of bank deposits {certificates of deposit, checking and savings
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accounts) that were yninsured and uncollateralized. The City believes that due to the dollar amounts of cash deposits and the limits of
FDIC insurance, it is impractical to insure all deposits. As a result, the City evaluates each financial institution with which it deposits funds
and assesses the level of risk of each institution; only those institutions with an acceptable estimated risk level are used as depositories.

Interest Rate Risk - Interest rate risk is the risk that the value of investments will decrease as a result of a rise in interest rates. The City's
investment policy restricts the average maturity of investments to two (2) years with the exception of long-term debt or capital fund
investments which may be invested in securities matched to cash fiow requirements with a maximum maturity of five (5) years. The City's
pension investment policy restricts cash Bquivalents to a dollar-weighted maturity of ninety (90) days or less. At year end, the City's
investments have the following range of maturity dates:

Government Fair Maturity {Years)

Unit Value <1 1-5 6-10 >10
Primary Government Pooled Funds $ 47,042,578
Component Units Pooled Funds 12,293,667
Trust & Agency Pooled Funds 20,181,933
Pension Pooled Funds 126,387
Pooled Funds $ 7,759,676 (weighted maturity of 5.11 years)

Credit Risk - State law limits investments in commercial paper ta the top two ratings issued by nationally recognized statistical rating
organizations. The City's general investment policy further limits investments {o: commercial paper to the highest rating {A-1/P-1);
bankers’ acceptances whose long-term debt rating is at least an A; abligations of this state or its political subdivisions 1o the highest rating
(A-1/P-1); pooled funds with a rating of at least an A.

The City's pension funds investment policy requires the fixed income managers to have no more than 15% of the portfolio in non-
investment grade securities {BB to CCC rated) with at least 80% of the non-investment grade consisting of B-rated or higher securities,
As of Dacember 31, 2005, approximately 3% of the pension fund fixed income portfolio was invested in non-investment grade securities.

As of year end, the credit quality ratings of debt securities {other than the U.S. government) are as follows:

Government Investment
——Unit_ Type Rating Fair Value Rating Agency
Primary Government Pooled Funds Aa $ 34,380,526 Moody's
Component Units Poaled Funds Aa 9,715,317 Moody's
Trust & Agency Pocled Funds Aa 15,803,600 Moody's
Pension Pooled Funds Al 126,387 S&P

Pooled Funds AAA 7,759,676 S&P

NOTE D-DEFERRED REVENUE
== UErERRED REVENUE

Governmental funds report deferred revenue in connection with receivabies for revenue that is not considered to be available to liquidate
liabilities of the current period. Governmental funds also defer revenue recognition in connection with resources that have been received
but not yet earned. At the end of the current fiscal year, the various components of deferred revenue are as follows:

Unavailable Unearned
Property Taxes $20,229,314
Special A sments $ 5,096,000
Other 267,318 -

Total Deferred Revenue £ 5363318 $20229314
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NOTE E-FIXED ASSETS

Capital asset activity of the City's governmental and business-type aclivities was as follows:

EXHIBIT A-14

Balance Balance
Governmental Activities Jan. 1, 2005 Additions Deletions Dec. 31, 2005
Capital assets not being depreciated:
Land & Improvements «e— - — $ 4,980,419 24,154 3 0 5,004,573
Capital assets being depreciated:
Office Furniture & Equipment—-—-———ceeceeeee 878,609 878,609
Machinery & Equipmentss=sesssesess— 2,412,282 642,120 3,054,402
Vehicles 5,267,700 170,352 96,195 5,341,857
Buildings & Improvements ----—e--meeeeme—- 14,453,749 463,500 14,917 249
Starm Drains 5,631,369 245,955 5,878,324
Roads 61,197,156 427,971 61,625,127
Subtotal .l 89,840,865 1,950,898 96,195 91,695,568
Accumulated Depreciation:
Office Furniture & Equipment-—---—---- 672,098 101,485 773,583
Machinery & Equipment--—wssses e 1,586,544 353,034 1,939,578
Vehicles 3,983,346 561,942 94,234 4,451,054
Buildings & improvements —-——ee——- 4,070,668 386,470 4,457,138
Storm Drains 396,222 115,518 511,738
Roads 12,398,443 1,534,040 13,932,483
Subtotal 23,107,321 3.0562.487 94,234 2 74
Net capital assets being depreciated ......... 66,733,544 (1,101,589} 1,961 65,629,984
Net capital @ssets ... ivicirireenens $£71,713963 § {(1.077.435) $___1961 $ 70,634 567

Balance at Balance at

Jan. 1, 2008 Additions Deletions Dec. 31, 2005
Business-Type Activities
Capital assets not being depreciated:
Land $ 8,314,199 $ 8,314,199
Land Improvements 83,297 83,297
Construction-in-Progress -===--es=—-— - - $ 1,997,700 1,997,700
Subtotal 8,397,496 1,997,700 10,395,196
Capital assets being depreciated:
Water & Sewer Mains --————evmmeee 59,708,320 286,883 59,995,203
Machinery & Equipment e 2,559,437 83,152 2,642 589
Buildings and Improvements —-———--———— 7,880,085 7,880,085
Vehicles 847,430 63,841 3 36,050 875221
Subtotat 70,995,272 433,876 36,050 71,393,098
Accumulated Depreciation:
Water & Sewer Mains ~-—-—-—-eeee— 8,475,707 505,394 9,071,101
Machinery & Equipment---- 1,638,983 335,571 1,974,554
Buildings and Improvements —--e-eemaee——- 1,345,307 262,670 1,607,977
Vehicles 571,884 139,762 676.331
Subtotal 12,031,881 1,333,397 35315 13,329,963
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Balance at Balance at
Jan. 1, 2005 Additions Deletions  Dac. 31, 2005
Business-Type Activities
Net capital assets being depreciated ......... 58,963,391 (899,521) 735 58,063,135
Net capital 8SS6tS ....oveervoveveeeeeeceeecveieiire $ 67,360,867 § 1,098,179 $ 735 £ 68,458,331
Depreciation expense was charged to programs of the primary government as follows:
Governmental Activities
Management and Planning 5 10,378
Public Safety 470,388
Streets, highways & public improvements-- 1,969,159
Community and economic development-——--——-— 55,555
General support 95,848
Internal Service 451,159
Total governmental activities 3,062 487
Business-Type Activities
Water 568,026
Sewer 326,576
Fieldstone Golf Club- 263,571
Internal Service 175,224
Total business-type activities ~---—m-—m—m-— 1,333,397
Total Depreciation Expenses $ 4385884
NOTE F-LONG-TERM DEBT (including current portions)
t.ong-term debt of the City is as follows;
Balance Balance Due Within
Jan.1, 2005 Additions Reductions Dec. 31, 2005 One Year
Governmental Activities:
5.5% to 6.0% Library Improvement Bonds,
Issued 12/1/94, Qriginal Issue Amount-
$3,600,000 $945,000 $(450,000) $495,000 $495,000
4.6% to 6.0%, John E. Qlsen Drain Project,
Issued 7/1/96, Original Issue Amount-
$950,000 @ 725,000 {50.000) 675,000 50,000
10.25%, Land Contract for Land Purchase,
Issued 6/30/96, Original Issue Amount-
$150,000 @ 33,192 (21,563} 11,629 11,629
4.5% to 5.5% Special Assessment Bonds,
lssued 12/1/1999, Original Issue Amount-
$7,250,000" 5,500,000 (425,000) 5,075,000 450,000
Tax Tribunal Cases™ 1,373.439 738,024 {816,519) 1,264 944
Total Governmental Activities 8,576,631 738,024 (1,763,082) 7,551,573 1,006,629
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Balance Balance Due Within
Jan. 1,2005 Additions Reductions Dec. 31, 2005 Qne Year

Business-Type Actlvities
10.25%, Land Contract for Land Purchase,

Issued 6/30/96, Original 1ssue Amount-

$250,000 ©® 55,319 (35,939} 19,380 19,380
5.5%, City of Auburn Hills Building

Authority Bonds, Issued 1/31/96, Original

Issue Amount-$16,000,000 -===r—-——mmeer-mmmsanerm 550,000 (550,000) 0
3.45% to 5.0%, City of Auburn Hillis Building

Authority Bonds, Issued 4/28/99, Original Issue

Amount-$14,900,000 13 D00 130 13,820,000 765,000
Total Business-Type Activities ---———--=m==mer-—-—o- 14,555,319 (715.939) 13,839,380 784,380

Grand Total-All Primary Government Long-Term

Debt (Including Current Portian)-——————m--—  $23.131,040  _$738024  $(2.479021) $21.390963  §1.791.009

) The special assessment bonds represent the financing of public improvements that benefit specific districts; these districts are specially
assessed, at leasl in part, for the cost of the improvements. At December 31, 2005, the City has $195,167 available in the Debt Service Funds
for repayment of these bonds. In addition, there is 5,012,000 of special assessments receivable in the future. Under Michigan law, the City
is secondarily liable for payment of these bonds.

@ The Olsen Drain project debt payment is recorded in the Storm Water Management Capitat Project Fund and is funded using general
operating funds, which are transferred from the General Fund.

¥ These amounts represent the City liability of a land contract refated to the purchase of land from an individual in 1997. The General Fund
and the Fieldstone Golf Club enterprise fund have both shared in the cost of this acquisition, which was used to provide additional land for the
Fieldstone Golf Club.

"Tax Tribunal Cases represents the amount of City property tax assessments which have been contested and are subject to repayment
contingent upon the determination of the Michigan Tax Tribunal.

Defeased Debt-In 1999, the Building Authority defeased certain bonds by placing the proceeds of new bonds in an imevocable trust to provide
for all future debt service payments on the old bonds. Accordingly, the trust account assels and the liability for the defeased bonds are not
included in the general purpose financial statements. At December 31, 2005, $13,425,000 of bonds outstanding is considered defeased.

The annual requirements to pay principal and interest on the obligations {excluding tax tribunal cases) outstanding as of December 31, 2005
are shown below:

Governmental Activities:

Principal Interest Yotal

2006 $ 1,006,629 $ 315,099 $ 1,321,728
2007 525,000 275125 800,125
2008 550,000 248,700 798,700
2009 575,000 220,975 795,975
2010 600,000 191,950 791,950
2011-2015 2,925,000 432,888 3,357,888
2016-2017 75.000 2.250 77.250

TOTALS 6,256,629 1,686,987 7,943,616
Business-Type Activities:
2006 784,380 642,963 1,427,343
2007 885,000 610,468 1,495,468
2008 790,000 572,855 1,362,855
2009 860,000 538,885 1,398,885
2010 895,000 501,045 1,396,045
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Brincipal
2011-2015 6,565,000
2016-2017 3,060,000
TOTALS 13,839
Total Primary Government:
2006 1,791,009
2007 1,410,000
2008 1,340,000
2009 1,435,000
2010 1,495,000
2011-2015 9,490,000
2018-2017 3,135,000
TOTALS $20,096,008

By statute, the City general obligation debt is restricted to 10% of the
as special assessment debt, are not subject to this limitation. At Dec

indebtedness subject to the limitation aggregated $14,990,000.

NOTE G-INDIVIDUAL FUND INTERFUND RECEIVABLE AND PAYABLE BALANCES
e L R len VNV RELTIVABLE AND PAYABLE BALANCES

The compesition of interfund balances is as foliows:

Receivable Fund
General Fund

Non-major gavernmental funds

Sewer

Water

Accrued Sick and Vacation Fund

These balances result from the time lag between dates that goods and services a

Payable Fund
Trust & Agency

General Fund
Major Streets
Local Streets
Police Fund
Fire Fund
Non-major governmental funds
Internal Service Fund
Water and Sewer Funds
Fieldstone Golf Club
Total Non-major governmental funds

Fieldstone Golf Club
Fieldstone Golf Club

General Fund

Maijor Streets

Local Streets

Police Fund

Fire Fund

Internal Service Fund
Non-major governmental funds
Water and Sewer Funds
Fieldstone Golf Club

Total Accrued Sick and Vacation fund

Total

transactions are recorded in the accounting systern, and payments between funds are made,
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Interest
1,725,806

__ 231,000

4,823,022

958,062
885,593
821,555
759,860
692,995
2,158,694

233,250

$6,510.009

Amount
$ 830,093

12,234
445
257

9,597
1,800
83

339
1,234
104
26,193

1,700,170
563,816

403,677
32,364
16,908

597,654

163,710
30,623
10,793

101,624

15,822

1373175

$4.593 447

Total
8,290,806

3,291,000
18,662,402

2,749,071
2,295,593
2,161,555
2,194,860
2,187,995
11,648,694

3,368,250
$26,606,018

equalized value of ail property in the City. Certain obligations, such
ember 31, 20085, the City's debt limit amounted to $282,302,043 and

re provided or reimbursable expenditures oceur,
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CITY OF AUBURN HILLS EXHIBIT A-14
NOTE H-INTERFUND TRANSFERS
Interfund transfers reported in the fund financial statements are comprised of the following:
Fund Transferred From Fund Transgferred To Amount
General Fund Major Streets $ 200,000
Local Streets 500,000
Fialdstone Golf Club 241,735
Non-Major Governmental Funds 1,645,000
Total General Fund 2,586,735
Non-Major Governmental Funds Non-Major Governmental Funds 1,382,994
Major Streets Water and Sewer Funds 65,052
Water and Sewer Fund Fieldstone Golf Club 241,735
Fire Fund Fleet Fund 162,820
Total 5 4439336

The transfers from the General Fund to the Major and Local Street Funds were to supplement the Act 51 resources provided by the
State of Michigan for the maintenance of major and local roads ($200,000 and $500,000 respectively). The transfers to the non-
major governmental funds were to provide funds for park improvements projects ($150,000), to provide funds for sidewalk
maintenance ($125,000}, to provide funds for drainage projects ($370,000), and to provide for funds for street construction projects
($1,000,000).

The transfers to the non-major governmental funds represent transfers from the Wayne-Oakland Disposal Fund to the storm water
fund {$125,000) and to fund the street improvement fund ($1,257,994) for street construction projects.

Not shown in the City transfers above were transfers between component units. The TIFA B fund transferred ($1,550,000) to the
THFA A ($900,000) and to the TIFA D ($650,000). The TIFA A fund transferred to the TIFA D ($200,000).

NOTE I-RETIREMENT PLANS

DEFINED BENEFIT PLAN

Plan Description-The City contributes to a single-employer defined benefit pension plan. This plan was available to all full-time
employees hired prior to 1998, but is no longer available to new employees. The system provides retirement, disability and death
benefits to plan members and their beneficiares. The plan is administered through the City of Auburn Hills Pension Board. Due to
its nature, the plan does not issue an annual financial statement, either as a stand-alone financial report, or by inclusion in the report
of a public employee retirement system or ancther entity,

Funding Poliey-The obligation to contribute to and maintain the system for these employees was established by negotiation with
three collective bargaining units. The plan required a contribution of 35.8% of gross wages for 2005.

Annual Pension Cost-For the year ended December 31, 2005, the City's annual pension cost of $1,064,358 was equal fo the City's
required contribution of $1,670,414, less interest of $606,056 on the net pension assel. The City’s actual contribution for the year
ended Decamber 31, 2005 was $1,577,269. The annual required contribution was determined as part of an actuarial valuation at
January 1, 2004, using the individual entry age normal cost method. Significant actuarial assumptions used include (a) a 7.5%
investment rate of return, (b) projected salary increase of 5% per year compounded annually and (c) postretirement benefit
increases of 5% per year where appropriate. Both (a) and (b) include an inflation component of 2.5%. The actuarial value of assets
was determined using techniques that smooth the effects of short-term volatility over a four-year period. The unfunded actuarial
liability is being amortized as a level percentage of payroll on a closed basis. The remaining amortization period is 14 years.

Three year trend information is as follows:
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December 31,

December 31,

December 31,

2005 2004 2003
Annual Pension Cost $ 1,064,358 1,196,676 1,042,310
Percentage of Annual Pension Cost Contributed—----- 148.2% 173.8% 140.8%
Net Pension Asset (8,593,662) (8,080,751) (7,197,699)
Actuarial Valuation
January 1, January 1, January 1,
2005 2004 2003
Actuarial Value of Assets $21,163,078 $18,229,129 $14,199,574
Actuarial Accrued Liability (Entry Age) -—-——wsememea—r— 30,440,335 30,459,067 27,723,143
Unfunded Actuarial Accrued Liability-—-----=-=r-—-—— 9,277,257 12,229,938 13,623,569
Funded Ratio 69.5% 59.8% 51.2%
Covered Payroll 4,333,426 4,666,254 4,408,490
Unfunded Actuarial Accrued Liability as a
214.1% 262.1% 306.8%

Percentage of Covered Payroll —-———-—venzaeeen

For the year ended December 31, 2005, the City's annual pension cost and net pension asset for the current year is shown:

Annual Required Contribution $1,670,414
Interest on Net Pension Asset (606.056)
Annual Pension Cost 1,064,358
Contributions Made {1,577 2689)
Increase in Net Pension Asset 512,911
Net Pension Asset Beginning of the Year -———--— { 8,080,751)
Net Pension Asset End of the Year ----—----————-— ($8,593,662)

DEFINED CONTRIBUTION PLAN

The City established a defined contribution plan in 1998 to provide an alternative to the defined benefit plan. The Intemational
City Managers Association (ICMA) administers the plan, and the City Council has authority over plan provisions and contribution
requirements, The defined contribution pension plan is the only plan available to employees hired after January 1, 2000. Ina
defined contribution plan, benefits depend solely on amounts contributed to the plan plus investment eamnings. At December
31, 2005, there were 171 members. The City is required to contribute between 9% and 12% of total salaries. Employees may
contribute up to 100% of their salaries not to exceed amounts limited by statue. In accordance with these requirements, the City
contributed $625,978 during the current year and employees contributed $330,084. Employees are vested after 5 years of
service. Plan provisions and contribution requirements are established by the City Council and collective bargaining and may be

amended.

POST-EMPLOYMENT BENEFITS

The City pravides health care benefits to former City Council members and retired full-time City employees in accordance with
labor confracts and personnel policies. Currently 56 people are eligible. The City includes pre-Medicare retirees and their
dependents in its insured health care plan, with no contribution required by the participant. The City purchases Medicare
supplemental insurance for retirees eligible for Medicare. Expenditures for post-employment health care benefits are recognized
as the insurance premiums become due. During 2005, the amount expended for post-employment benefits was $408,074.

Beginning in 1997, the City started a formal method to pre-fund this growing liability. An actuarial valuation of the accrued
liability for this benefit was first done for the perod ending December 31, 1997. Beginning in 1999, the actuarial recommended
percentage of payroll was contributed to the Retirees Health Care fund to assure funding for this benefit will be available in future
years. This fund has a fund balance of $2,550,127 as of December 31, 2005. Total contributions of $884.,394 were made to this

fund in 2005.

Effective December 31, 2008 the Governmental Account Standards Board Statement 45 will require government-wide financial
statements to recognize the cost of providing retiree health care coverage over the working life of the employee, rather than at
the time the health care premiums are paid. The City of Auburn Hills has been accruing for postretirement benefits since 1999,
An actuarial determined percent of the employee's payroll is expensed and transferred to a Retiree Health Benefit fund each

payroll.
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NOTE J-RISK MANAGEMENT, CONTINGENCIES, AND COMMITMENTS

The City is exposed to vatious risks of loss related to property loss, torts, errors and omissions and employee injuries (woerker's
compensation), as well as medical benefits provided to employees. The City has purchased commercial insurance for most of these potential
risks. In 2004, the City became self insured for property damage to City vehicles under $75,000. Settled claims relating to the commercial
insurance have not exceeded the amount of insurance coverage in any of the past five years.

Under provisions of a contractual agreement signed in 1995 between the City and the Cardell Corporation, the City received a cash advance
during 2005 in the amount of $102,382 to provide operating funds for the Fieldstone Golf Club Fund. A total of $2,036,960 in cash advances
have been received from the Cardell Corporation under the provisions of this contractual agreement. Repayment of this advance is only
required when the Fieldstone Golf Club Fund reaches a specified cash balance. Because repayment of this advance is required only after the
Fieldstone Golf Club Fund reaches specific cash balance levels, these advances have been recorded as revenue in the Fieldstone Golf Club
Fund.

The City is aware of several asserted claims. It is the opinion of the City that any material future liability arising from these claims would be
within the limits of the City's insurance coverage. No provision has been made in the accompanying basic financial statements for potential
liability, if any, that may arise from these suits.

During 2003, the State of Michigan asserted a claim for a refund of school taxes captured for Tax Increment Financing Autharity (TIFA)
purposes. This issue has not been settled. It is the City's belief that the majority of the funds were captured and spent in accordance with all
applicable laws and regulations regarding tax increment financing. To be conservative, the City has recorded a liability of $4,368,583 to cover
any future reimbursement to the State of Michigan.

NOTE K-PROPERTY TAXES

The City property tax is levied each December 1 on the taxable valuation of property located in the City as of the preceding December 31. On
December 31, the property tax attachment is an enforceable lien on property and is payable by the last day of the next February following.
Taxable values are established annually by the City and are equalized by the County. The 2004 taxable valuation of the City totaled
approximately $2,396 million of which approximately $716 million is captured by the Tax Increment Financing Authority (TIFA) and $25.6
million by the Brownfield Authority. The City property tax levy for 2004 (which was collected primarily in 2005) was composed of the following
components:

Maximum
Allowable
Millage Millage Tax
Levy Purpose Rate Rate Revenue

Generai Operating 21125 21125 $ 4,040,628
Fire Department 1.7604 1.7604 3,072,170
Police Department 5.9857 5.9857 10,446,068
Library 7041 7041 1,225,045
Library Expansion Debt Millage ——-——--—--- .2300 1.0000 404,601
Captured Property Taxes ———--—--—---—--— 6.572,137
Total City Property Tax Levy-—-—-——-- 10.7927 N $25.760.649

By agreement with Oakland County, the County purchases at face value the real property taxes receivable returned delinquent each March
1st. As a result the City receives 100% of real property taxes levied for the year regardless of delinquencies. The County does not purchase
the delinquent personal property taxes. However, the City has a number of ways to effect collection of delinquent personal property taxes.

The amounts are recognized in the respective general, special revenue, and debt service funds as property tax revenue.
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NOTE L-CONSTRUCTION CODE FEES

The City oversees building construction, in accordance with the State's construction code act, including inspection of building construction
and renovation to ensure compliance with the building codes. The City charges fees for these services. Beginning January 1, 2000, the
taw requires that collection of these fees be used only for construction code costs, including an allocation of estimated overhead costs. A
summary of the current year activity and cumulative shortfall since January 1, 2000 is presented on the following page:

Shortfall at December 31, 2004 ($ 2,307,839)
Building Permit Revenue 563,182
Related Expenses:
Direct Costs (Building & Community Development) —-----————— 1,228,390
Estimated Indirect Costs 141,231
Total Construction Code Expenditures 1,369,621
Cumulative Shortfall at December 31, 2005 ($3,114 278}

NOTE M-COMPONENT UNIT DISCLOSURES

The City of Auburn Hills has five component units. Three tax increment financing authorities: TIFA A, TIFA B, and TIFA D, the Brownfield
Authority and the Economic Development Corporation. The financial information for the component units is found in exhibit A-12 and
exhibit A-13.

Unearned Revenue
The unearned revenue represents property taxes levied in December 2005 that will be recognized as revenue in 2006.

Cash and Cash Fquivalents

The cash and cash equivalents of the City's components units reflected in the financial staterent consist of deposits, certificates of
deposits, and bank investment pools and are shown in more detail in Note €. The bank investment poels are regulated by the Michigan
Banking Act, and the fair value of the position in the pool is the same as the value of the pool shares. The investments are not categorized
because they are not evidenced by securities that exist in physical or book entry form.

Long-Term Debt

The long-term debt for the camponent units of the City of Auburn Hills is presented below:

Balance Additions Balance Due Within
Jan. 1, 2005 (Reductions) Dec. 31, 2005 One Year
Tax Tribunal Cases $ 903,044 $ (28.207) $874 837 $ 0

No Commlitment Debt

Excluded from the component unit Long-Term Debt are revenue bonds issiured by the Economic Development Corporation to acquire and
lease property to third parties. The revenue bonds issued are payabie solely from the net revenue derived from the respective leases and
are not a general obligation of the City. After these bonds are issued, all financial activity is taken over by the paying agent. The bonds
and related tease contracts are not reflected in the City's financial statements. As of December 31, 2005, there were 5 series of Economic
Development Bends outstanding. The aggregate principal amount outstanding could not be determined. Howsver, their original issue
amounts totaled $16,850,000.
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Property and Equipment:

The following table summarizes the changes in the fixed assets of the component units:

Balance Deletions & Balance

Jan. 1, 2005 Additions Adjustments Dec. 31, 2005
Capital assets not being depreciated:
TIFA 85-A (Land) $4,332473 $ 500,206 $ 5,137,435
TIFA 86-D (Land) 2,017,211 2,017,211
TIFA 88-D (Construction in Progress)-—————o . 3,616,569 - 304,756 3,311,813
Subtotal 9,966,253 500,206 304,756 10,466,459
Capital assets being depreciated:
TIFA 85-A {(Land Improvements} ~—---—ere—e 307,724 561,114 868,838
TIFA 85-A (Roads) 16,777,320 0 16,777,320
TIFA 86-B (Roads) 1,904,978 0 1,904,978
TIFA 86-D (Roads) 645,105 0 645,105
TIFA 86-D (Buildings & Improvements)-—--—-vexe—ve— 9,845 867 3.813 663 13,659,530
Subtotat 29,480,994 4374777 307,756 33,855,771

Balance Balance

Jan. 1, 2005 Additions Deletions Dec. 31, 2005
Accumulated depreciation:
TIFA 85-A (Land Improvements) ————wes—ee e 3 7,693 3 29,414 $ 37107
TIFA 85-A (Roads) 1,269,663 419,433 1,689,096
TIFA 86-B (Roads) 112,279 47,624 159,903
TIFA 86-D (Roads) 24,872 16,128 41,000
TIFA 86-D (Buildings & Improvements ) s-—--ccmeeeeec 615,367 293,817 909,184
Subtotal 2,029 874 806,416 0 2,836,290
Net capital assets being depreciated —-—eeromeme oo 27,451,120 3,568,361 0 31,019,481
Net capital assets $ 37,417,373 § 4,373,323 $ 307,756 $ 41,485,940

The City of Auburn Hills had active construction profects at the end of the 2005, These projects include a new Community Center Building and
the Phase Il Renovation to the City Hall facility. At year-end, the City's commitments with contractors are as follows:

Spent Remaining
To Date Commitment
Community Center Building --——--———w._ $ 3,197,419 $ 2,302,581
City Hall Phase |l Renovation-»e——ew——.__ 114,394 614,292
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CITY OF AUBURN HILLS EMPLOYEE PENSION PLAN
ANALYSIS OF FUNDING PROGRESS
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit B-1
Unfunded
AAL as a
Actuarial Actuarial Percentage
Actuarial Value of Accrued Unfunded Funded Covered of Covered
Valuation Assets Liabitity AAL Ratio Payroll Payroll
Date {a) {b) {b-a) (a/b) (c) (b-a)fe
12/31/04 $ 21,163,078 $ 30,440,335 $ 9,277,257 69.5% $ 4,333,426 214.1%
12/31/03 18,229,129 30,459,067 12,229,938 59.8% 4,666,254 262.1%
12/31/02 14,199,574 27,723,143 13,523,569 51.2% 4,408,490 306.8%
12/31/01 15,243,527 26,007,423 10,763,896 58.6% 4,524,623 237.9%
12/31/00 15,424,423 22,637,823 7,213,400 68.1% 4,874,253 148.0%
12/31/99 16,975,974 21,450,883 4,474,909 79.1% 4,642 146 96.4%
12/31/98 14,826,944 18,254,045 3,427,101 81.2% 4,382,998 78.2%
12/31/97 12,827,577 16,784,386 3,956,809 76.4% 4,835,933 81.8%
12/31/96 9,550,565 13,511,315 3,960,750 70.7% 4,611,478 85.9%

See Exhibit A-14, Notes 1o Financial Statements
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CITY OF AUBURN HILLS EMPLOYEE PENSION PLAN
SCHEDULE OF EMPLOYER CONTRIBUTIONS
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS

Exhibit B-2

Payments

Fiscal Annual

Year Valuation Required

Ending Date Contribution
12/31/2005 1/1/2004 3 1,670,414
12/31/2004 1/1/2003 1,736,504
12/31/2003 1/1/2002 1,591,762
12/31/2002 1/1/201 1,125,465
12/31/2001 1/1/2000 889,899
12/31/2000 1/1/1999 723,731
12/31/1999 1/1/1998 635,925
12/31/1998 1/1/1997 573,760
12/3111897 1/1/1996 608,619

Percent

Contributed

94.4%

109.3%

67.4%

78.1%

85.5%

104.3%

204.7%

846.6%

256.3%

The information presented above was determined as part of the actuarial valuations at the dates indicated. Additional information

as of December 31, 2004, the latest actuarial valuation, follows:

Actuarial Cost Method. .........cooviviimnnecien Individual Entry Age
Amortization Method. ... Level Percent of Payroll, Closed
Remaining Amortization Period..................oooeen 14 Years

Asset Valuation Method. ... Market Value

Actuarial Assumptions:

Investment RetUM. .......ccoovvreoiiiiireiniis 7.50%
Projected Salary InCreases.............cccoooeen 5.00%
Cost of Living Adjustments...........c.oeeeeieens 5.00% For eligible members
INFIEION . ..o e e 5.00%

See Exhibit A-14, Notes ta Financial Statements
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MAJOR FUNDS

General Fund-The General Fund is the general operating fund of the City. Itis used to account for all financial resources
of the City which are not required to be accounted for in other funds.

Major Streets-This fund is used to account for the revenues received from the State of Michigan under Act 51 which are
specifically earmarked for construction and maintenance of roads designated as major streets in the City.

Local Streets-This fund is used to account for the revenues received from the State of Michigan under Act 51 which are
specifially earmarked for construction and maintenance of roads designated as local streets in the City.

Police-The Police fund is used to account for the revenues and expenditures of the City of Auburn Hills Police Department. This
fund is financed primarily through a separate millage specifically for Police services.

Fire-The Fire fund is used to account for the revenues and expenditures of the City of Auburn Hills Fire Department. This fund
is financed primarily through a separate millage specifically for Fire Department services.

Brown Road Special Assessment Debt-This fund is used to account for the funding and payment of principai and interest on debt
issued in 1999 for the paving of Brown Road adjacent to the Auburn Mile Development. Property tax special
assessments are made to the businesses in this development




SCHEDULE OF REVENUE AND TRANSFERS IN
BUDGET AND ACTUAL -- GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit B-3
Actual
Over (Under)
QOriginal Final Amended
Budget Bugget Actual Budget
COPERATING REVENUE
TAXES
Current property taxes........................._ 5 3,862,940 3 3.862,940 $ 4,040,628 $ 177,688
Tax collectionfee................................. 850,000 850,000 971,987 121,987
TOTALS 4,712,940 4,712,940 5,012,615 299,675
LICENSES AND PERMITS
Building permits................................ 375,000 375,000 355,056 (19,944)
Electrical permits............................._ 82,500 82,500 77,989 4.511)
Heat, vent, & AC permits......................_ 102,500 102,500 85,023 (17.477)
Plumbing permits................................. 70,000 70,000 45,115 {(24,885)
Business licenses and permits 30,000 30,000 14,038 {15,952)
Other licenses and permits..................... 42,450 42,450 30,730 (11,720)
TOTALS 702,450 702,450 607,951 (94,499)
CHARGES FOR SERVICES
Engineering services........................ 185,000 185,000 241,702 56,702
Plan review fees............................... 180,000 180,000 173,511 (16,489)
Recreation programs and activities....... .. 45,000 45,000 63,276 18,276
Senior citizen programs and activities........ 99,500 99,500 119,359 19,859
TOTALS 519,500 519,500 597,848 78,348
STATE SQURCES
SMART (transportation) grant.................. 41,878 41,878 41,878 0
Stateaid grant........................_...... 50,000 50,000 33,850 (16,150)
State shared revenue sharing.................. 1,640,000 1,640,000 1,596,021 {43,979)
TOTALS 1,731,878 1,731,878 1,671,749 (60,129)
USE OF MONEY & PROPERTY
Interest revenue. ........................... 195,000 195,000 878,601 683,601
Sale of fixed assets.........................._ 223,840 223,840 0 (223,840)
Building rental.............................. 569,923 569,923 569,923 0
TOTALS 988,763 988,763 1,448,524 459,761
ADMINISTRATIVE & INTERFUND CHARGES
Administrative charges......................... 977,998 977,998 977,998 0
Interfund charges......................... 2,221,073 2,221,073 2,221,073 0
TOTALS 3,199,071 3,199,071 3,199,071 0
OTHER REVENUE................ccooeevvaronoo, 369,950 369,950 355,253 (14,697)
TOTAL REVENUE $ 12,224 552 $ 12224552 $ 12,893,011 $ 668,459
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SCHEDULE OF EXPENDITURES AND APPROPRIATIONS
BUDGET AND ACTUAL -- GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS EXHIBIT B-4
Actual
Over (Under)
Original Final Amended
Budget Budget Actual Budget
LEGISLATIVE
City COUNGIL ... $ 267,792 3 267,792 225,274 $ {42,518)
MANAGEMENT & PLANNING
ASSESSOm...c.ovvveen-n. 1,053,049 1,053,049 788,471 (264,578)
City Clerk 115,392 115,392 111,130 (4,262)
City Clerk-Elections. ......oovi v 312,762 312,762 303,442 (9.320)
City MaNAGEr. ... 480,336 480,336 473,357 {6,979}
[T - ST T R PP PP U R 398,431 398,431 381,108 {17,325)
General Administration. ..o 728,050 728,050 346,886 (381,164)
Grant Expenditures. ..........cooveeiin i 41,878 41,878 43,581 1,703
Pension BOAM........o.oeiireeeieiiiiie e ceeae e 55,600 55,600 45,620 (9,980)
Management Information Systems...................... 471,000 471,000 460,298 {10,702)
THBSUIEI. .. eeveeeiee vt eeee e e e s e e e aaan e e 501,808 501,808 412,386 {89,422)
TOTALS 4,158,306 4,158,306 3,366,277 (792,029)
STREETS, HIGHWAYS & PUBLIC IMPROVEMENTS
Capital Improvements.............coiv e 424,050 424,050 401,855 {22,195)
COMMUNITY & ECONOMIC DEVELOPMENT
BUIGING. ..o e et 868,761 868,761 822,486 53,725
Economic Development...........ooiiiiiacnns 112,377 112,377 105,782 (6,585)
Community Development.........oooeeviee e 325,861 325,861 328,103 2,242
Planning Commission & Zoning Board of Appeals...... 110,070 110,070 72,890 (37.180)
RECTEALON. ...t e 404,806 404,806 398,008 (6,800)
Senior CHIZENS. .vv oo ieee et 385,716 385,716 370,210 (15,508)
TOTALS 2,207,591 2,207,591 2,197,477 {10,114)
GENERAL SUPPORT
FaGHItI®S. - .evevvnrvnneraeieeeiesibmr i eemn e eai e ena e 1,206,132 1,206,132 1,203,483 (2,649)
Parks and Grounds...........coooiiiirie o 1,605,710 1,605,710 1,479,841 (125,869)
TOTALS 2,811,842 2,811,842 2,683,324 (128,518)
CAPITAL OUTLAY
TrEASUIEI.....cotiiit it e et 40,000 40,000 15,158 (24,842}
e 111 = - ORI PITRI 195,000 195,000 169,505 {25,495)
Parks and GroundsS. ....ovueeveeaeeereraeieeieaeeeiiraananens 17,500 17,500 8,655 (8,845)
Capital Impravements. ... e 22,200 22,200 28,203 6,003
Management Information Systems.................oos 196,944 196,944 99,197 (97,747)
TOTALS 471,644 471,644 320,718 {150,926}
DEBT SERVICE
MTT refunds. ... e e 150,000 150,000 0 {150,000)
PRNGIPAL .eeet e iee e 21,563 21,563 21,563 0
IEEBIESE. v e e e 2,591 2,591 2,591 0
TOTALS 174,154 174,154 24,154 {150,000)
TOTAL EXPENDITURES 10,515,379 10,515,379 8,219,079 (1,296,300}

72




Actual

Over (Under)
Original Final Amended
Budget Budget Actual Budget
TRANSFERS
Special Revenue:
Major Streets. ......cvrvniirn e $ 200,000 $ 200,000 200,000 3 0
LOCal SIEEtS. .o iviiier i cieicmnrar i 500,000 500,000 500,000 0
[T YUV TP PP PP PR 350,000 350,000 0 (350,000)
Park IMmprovements. .. .c...oc.ooiirememianns 150,000 150,000 150,000 0
SIHEWAIKS ..ovoeonireeari e cmanieeerrar e 125,000 125,000 125,000 0
TOTALS 1,325,000 1,325,000 975,000 (350,000)
Capital Projacts:
Street Improvement.........co..ovmnne 0 0 1,000,000 1,000,000
Storm Water Management. ... 370,000 370,000 370,000 0
TOTALS 370,000 370,000 1,370,000 1,000,000
Proprietary Funds:
Fieldstone Golf Club........oveciiie s 0 0 241,735 241,735
TOTALS 0 0 241,735 241,735
TOTAL TRANSFERS 1,695,000 1,695,000 2,586,735 891,735
TOTAL EXPENDITURES AND TRANSFERS $ 12,210,379 $ 12,210,379 11,805,814 3 (404,565
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SCHEDULE OF REVENUES AND OTHER SOURCES
BUDGET AND ACTUAL -- OTHER MAJOR FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS EXHIBIT B-5
Actual
Over {Under)
Originai Final Amended
Budget Budget Actual Budget
MAJOR STREETS
State SOUrCeS. ... $ 936,000 $ 936,000 5 954,947 $ 18,947
Use of money and property........cc.cooeeveeieeiiennnn.. 500 500 12,702 12,202
General fund appropriation 200,000 200,000 200,000 0
0 240 240
TOTALS $ 1,136,500 3 1,136,500 $ 1,167,889 3 31,389
LOCAL STREETS
State SoUMCes. .........covvvi i $ 297,000 $ 297,000 $ 291,115 $ (5,885)
Use of money and property 500 500 2,737 2,237
Other revenues...........occceveii e, 0 0 4,758 4,758
General fund appropriation............coovvvveeeeeenn.n.. 500,000 500,000 500,000 0
TOTALS 5 797,500 $ 797,500 $ 798,610 $ 1,110
POLICE
Property taxes. ............ccooeiiiinii e, $ 10,853,844 $ 10,853,844 $ 10,446,068 $  (407,776)
Licenses and permits...........ooooii el 15,000 15,000 12,035 (2,965)
Charges for services...................c.oovviie s 422,000 422,000 605,568 183,568
Fines and forfeitures..............c.ccooieiiice e, 260,000 260,000 283,064 23,064
State SOUMCES. ....o..iiiiiiiiiiiie e 40,100 40,100 54,290 14,180
Use of meney and property...................coevv. 77,500 77.500 388,721 311,221
Other. . e e 16,500 16,500 28,923 12423
TOTALS $ 11,684,044 $ 11,684,944 $ 11,818,669 3 133,725
FIRE
Property taxes................ooooooi i $ 3194421 $ 3194421 $ 3072170 $  (122.251)
Charges for services...............ocoveviiviiee e, 146,000 146,000 150,880 4,890
Federal sources...................oooo 0 0 37,944 37,944
Use of money and propernty............. oo enen. 15,000 15,000 64,495 49,4395
General fund appropriation................oc...coeeee. 350,000 350,000 0 {350,000)
Other. .. 32,000 32,000 78,627 46,627
TOTALS $ 3,737,421 $ 3737421 3 3,404,126 §  (333,295)
BROWN ROAD SPECIAL ASSESSMENT DEBT
Special assessmemts..................ooi . 3 392,000 3 392,000 $ 392,000 S 0
Use of money and property..............cocceivnviinen, 313,932 313,932 315,213 1,281
TOTALS $ 705,832 $ 705,932 $ 707,213 $ 1,281
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SCHEDULE OF EXPENDITURES AND OTHER USES
BUDGET AND ACTUAL -- OTHER MAJOR FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS EXHIBIT B-6
Actual
Over (Under)
Original Final Amended
Budget Budaget Actual Budget
MAJOR STREETS
Personnel ServiCes..............c..ccoovivieiiieiinenns 208,372 209,372 $ 238,991 $ 29,619
Fringe benefits............oo 179,249 179,249 159,672 {19,577}
Supplies and Services.........c...covieiiieei e, 803,445 803,445 1,017,834 214,389
Transfer to Water fund....................... 32,526 32,526 32,526 0
Transferto Sewerfund............................... 32,526 32,526 32,526 0
TOTALS 1,257,118 1,257,118 $ 1,481,549 3 224431
LOCAL STREETS
Personnel ServiCes. ................ooi e, 145,402 145,402 $ 166,605 $ 21,203
Fringe benefits..........ccooci i 116,921 116,921 110,547 (6,374}
Supplies and SEMVICES. ..ot 570,550 570,550 612,990 42,440
TOTALS 832,873 832,873 $ 890,142 3 57,269
POLICE
Personnel Services. ..o v e 5,063,530 5,063,530 $ 4,730,719 $ {332,811)
Fringe benefits................ooi i 3,014,664 3.014,664 2,577,673 {436,991)
Supplies and services. ... 3,179,810 3,179,810 2,450,899 {728,911}
Capital outlay. ... 252,300 252,300 156,186 (96,114}
MTTrefunds............oooiii s 0 0 0 0
Transfer to Clubhouse Construction................. 0 0 0 0
Transfer to Police Grants/Donations Fund......... o] 0 0 0
Transfer to Retiree Health Care Fund............... 0 0 0 0
TOTALS 11,510,304 11,510,304 $ 9,915,477 $ (1,584,827
FIRE
Personnel services. ...l 1,493,124 1,493,124 $ 1,354,610 $ (138,514)
Fringe benefits. ...................cooiiiiiii e 807,126 807,126 661,311 (145,815)
Supplies and services..........o.oociciniiiinieininn 1,354,066 1,354,066 1,098,347 (255,719)
Capital outlay.............ooooviii 73,500 73,500 62,181 {11,319)
Transfer to Fleet Management...................... 0 0 162,820 162,820
TOTALS 3,727,816 3,727,816 $ 3,339,269 3 {388,547)
BROWN ROAD SPECIAL ASSESSMENT DEBT
Other. . 500 500 $ 275 $ (225)
Debt service: 0
Principal payments..............ocooieine 425,000 425,000 425,000 0
Interest payments................... 282,950 282,950 282 950 0
TOTALS 708,450 708,450 3 708,225 $ (225)
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NOTE TO REQUIRED SUPPLEMENTARY INFORMATION

The City employs the following procedures in establishing the budgetary data reflected in the financial statements:

1) Prior to the first Monday in August, City Departments, in conjunction with the Finance Office, prepare and submit their
proposed operating budgets for the year beginning January 1 to the City Manager. Budgets are prepared for aimost all
funds of the City including the general fund, special revenue funds, debt service funds, capital project funds, internai
service fund, and enterprise funds. No budget is prepared for the agency fund or the Accrued Sick and Vacation
Internal Service fund.

2} The City Manager compiles and reviews such budget requests and then prepares recommendations and submiis them
to the Council on or before September 1st of each ysar.

3) A Public Hearing is conducted to oblain taxpayers’ comments.
4} Not later than the first Monday in November, the budget is legally enacted through Council pasage of the budget resolutions.

5) After the budget is adopted, any revisions that alter the total expenditures of a department or fund must be approved by
the City Council.

The budget is adopted by the City Council on an activity (individual department) basis for the General Fund and at the fund total
level for all other funds; expenditures at this level in excess of amounts budgeted are a violation of Michigan law. A comparison

of actual results of operations to the General Fund and other Major Governmental Funds service budgets are included in the
required supplementary information. Unexpended appropriations lapse at year end; encumbrances are not included as
expenditures or liabilities. The amount of encumbrances outstanding at December 31, 2005 has not been calculated. The current
year budget was amended in a legally permissable manner. The amendments included the following fund transfer changes:

Added Transfers: Transfer in Transfer out

General (Capital Improvements}) $ 1,241,735

Street Improvement Fund 5 1,000,000

Golf Course Fund 483,470

Fileet Fund 162,820

Fire Fund 162,820

Sewer Fund 241,735
1,646,250 1,646,290

Amended Transfers: Budgeted Actual

From Wayne Disposal to Street Improvement Fund $ 1,600,000 $ 1,257,994

From General Fund To Fire Fund 300,000

Budgets shown were prepared on the same modified accrual basis used to reflect actual results. The budget has been prepared in
accordance with generally accepted accounting principles (GAAP), except that operating transfers have been included in the
“revenue” and “expendilures” categories, rather than as “other financing sources (uses)’.

Excesses of expenditures over appropriations in individual funds are presented below:

Excess
Expenditures
General Fund
Building Services $ 53,725
Community Development 2,242
Grant Expenditures 1,703
Capital Improvements 6,003
Special Revenue Funds
Major Streets 224,431
Local Streets 57,269

The special revenue funds, Community Development Block Grant and the capital project fund, Storm Water Management incurred
deficit fund balances at the end of 2005. In addition, the major governmental funds, Major Streets and Local Streets also incurred
deficit fund balances at the end of 2005. The fund deficits are as follows; Community Development Block Grants ($45,007), Storm
Storm Water Management ($100,387). These deficts resulted from expenditures being made in advance of reimbursement from
Water Management ($100,387), Major Streets ($129,508), and Local Streets ($86,012). These deficits resulted from
expenditures being made in advance of reimbursement from the Federal government or State of Michigan. It is expected

when reimbursement for the expenditures is received from the governmental agencies, these deficits will be eliminated in 2006,
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COMBINING BALANCE SHEET -- NONMAJOR GOVERNMENTAL FUNDS

DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit C-1
Special Debt Capital
Revenue Service Projects Total
ASSETS
Cash and cash equivalents................................. $ 4,061,816 161,102 § 2,077.972 % 6,300,890
Receivables:
Due from ather governmental units..................... 45,007 45,007
Due from other funds..............co.cocoovi 26,193 26,193
ACCOUNES. ...t 506 506
Property taxes...............oooeii 443,606 443 606
TOTAL ASSETS 4,133,522 604,708 2,077,972 6,816,202
LIABILITIES AND FUND EQUITY (DEFICIT)
LIABILITIES
Accounts payable................. 113,596 207,512 321.108
Due to other funds 10,876 10,876
Deposits payable..... 221,486 221,486
Deferred revenue................ococoovoeeeeo 45,007 443,606 488,613
TOTAL LIABILITIES 380,089 443,606 218,388 1,042,083
FUND BALANCES (DEFICIT)
Unreserved:
Undesignated............................................ 3,753,433 161,102 1,859,584 5,774,119
TOTAL FUND BALANCES 3,753,433 161,102 1,859,584 5,774,119
TOTAL LIABILITIES AND FUND BALANCES § 4,133,522 604,708 § 2077972 §$ 6,816,202
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COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES -- NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit C-2
Special Debt Capital
Revenue Service Projects Total
REVENUE
Property taxes. ..o $ 404,601 $ 404,601
Licenses and permits................oa 640 640
Charges for SeMviCeS. ........cooiviiiiecie e aes 884,845 884,845
Fines and forfeitures. ..., 4]
Federal sources. ... 41,851 41,851
State SOUMCES. ....ovvvi i v er e 71,447 71,447
Use of money and property.................. 99,929 3.859 8,845 110,633
CHRBr FOVENUE. ... v eee e 1,582,962 140,613 1,733,575
TOTAL REVENUE 2,691,674 408,460 147,458 3,247,592
EXPENDITURES
Current operations:
Management and planning.................cocoeiiennnans 493,110 493,110
Public safety........cocooiiiiiii 17,996 17,996
Streets, highways, & public improvements................ 206,688 674 248,398 455,760
Community and economic development................... 94,403 94,403
Capital QULIAY. ... 338,672 683,878 1,022,550
Debt service:
Principal payments. ... 450,000 50,000 500,000
(L3110 U 43,200 39,825 83,025
TOTAL EXPENDITURES 1,150,869 493,874 1,022,101 2,666,844
REVENUE QVER (UNDER) EXPENDITURES 1,540,805 {85,414) (874,643) 580,748
OTHER FINANCING SOURCES
General fundtransfers... ... 275,000 0 1,370,000 1,645,000
Transfers-in. ... ..o 0 1,382,994 1,382,994
Transfers-out. ... (1,382,994) 4] 0 (1.382,994)
TOTAL OTHER FINANCING SOURCES (1,107,994) 0 2,752,994 1,645,000
EXCESS OF REVENUE AND OTHER
FINANCING SOCURCES OVER (UNDER)
EXPENDITURES AND OTHER USES 432,811 {85,414) 1,878,351 2,225,748
Fund balances at beginning of year........................... 3,320,622 246,516 (18,767) 3,548,371
FUND BALANCES AT END OF YEAR 3,753.433 % 161,102 § 1,858,584 § 5,774,119
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SPECIAL REVENUE FUNDS

Wayne-Oakland Disposal-This fund is used to account for the receipt and subsequent disbursement of "tipping fees" received
from the landfill operator of this landfill located in the City.

Retiree Health Care-This fund is used to account for the fees charged to City Departments as a percentage of payroll to begin
pre-funding of employee post-retirement health care costs based on actuarial assumptions.

Community Development Block Grant-This fund is used to account for the grant funds received from the Federal Government
through Oakland County for projects benefiting low and moderate income persons or projects defined as having an urgent need.

Park Improvement-This fund is used to account for the revenues and expenditures relating to improvements made to City parks.
This fund is primarily funded through State grants combined with General Fund appropriations.

Sidewalk Improvement-This fund is used to account for the revenues and expenditures relating to the construction and
replacement of City sidewalks and bike paths. This fund is primarily funded through General Fund appropriations.

Tree Ordinance-This fund is used to account for the funds received under Ordinance 483 of the City which requires deposits
and fees for the removal and replacement of protected species of trees.

Drug Forfeiture-This fund is used to account for the money and property seized by the Police Depariment from individuals
involved in the use, sale and distribution of illegal drugs.

Police Grants and Donations-This fund is used to account for the revenues and expenditures related to grants and
donations that the Police Department received for operation of the DARE program and other associated law enforcement
granis.

Metro Act-This fund is used to account for the revenue received from the State of Michigan to be used for right-of-way
maintenance.




COMBINING BALANCE SHEET-NON MAJOR SPECIAL REVENUE FUNDS

DECEMBER 31, 2005

CITY OF AUBURN HILLS

Wayne- Retiree Community
Oakland Health Development Park
Disposal Care Block Grant Improvement
ASSETS
Cash and cash equivalents....................c.ooennn s 140,682 2,530,874 $ - 3 278,053
Receivables:
Due from other governmental units............... 45,007
Due from other funds.................... 18,747 1,775
Accounts receivable................o 0 506
TOTAL ASSETS $ 140,682 2,550,127 $ 46,782 S 278,053
LIABILITIES AND FUND EQUITY
LIABILITIES
Accounts payable..........................oo $ 2,550 3 46,782 3
Deposits payable...........ccceicvevrivrerirnrrernrens 7,377
Due tootherfunds.................oeiins
Deferred revenue...............o.ovieciiiieinnenan, 45,007
TOTAL LIABILITIES 2,550 0 91,788 7,377
FUND BALANCES (DEFICIT}
Fund balances (deficit}-unreserved:
Undesignated.........cooioivniieiins e 138,132 2 550,127 (45,007) 270,676
TOTAL FUND EQUITY (DEFICIT) 138,132 2,550,127 {45,007) 270,676
TOTAL LIABILITIES AND FUND EQUITY (DEFICIT) $ 140,682 2,550,127 $ 46,782 $ 278,053
86




EXHIBIT D-1

State & Police
Sidewalk Tree Federal Drug Grants and Metro
Improvement Ordinance Forfeiture Donations Act Total
3 243,676 3 715,164 $ 67,439 8,176 77,752 4,061,818
45,007
5,671 26,193
506
$ 248,347 $ 715,164 3 67,439 8,176 77,752 4,133,522
3 $ 36,700 $ 24900 2,664 113,596
211,749 2,360 221,486
G
45,007
0 248,449 24,900 2,360 2,664 380,089
249,347 466,715 42,539 5816 75,088 3,753,433
249,347 466,715 42,539 5,816 75,088 3,763,433
3 249,347 $ 715,164 3 67,439 8,176 77,752 4,133,522
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COMBINING STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCES (DEFICIT)--SPECIAL REVENUE FUNDS

YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS

REVENUE
Licenses and permits................................
Charges for services..............cocooveviee i,
Federal sources....................cooovei i,
State SOUNCeS.........ooivi L
Use of money and property..........................
Otherrevenues................c....oiviivivenn e,

TOTAL REVENUE

EXPENDITURES
Current operations:
Management and planning........................
Publicsafety..........ooooooeeiie i
Streets, highways, & public improvements. ..
Community ard economic development.......
Capitaloutlay....................occeen i

TOTAL EXPENDITURES

REVENUE OVER {UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)

General fund transfer..................... s
Transfers [N, ........oooooiiii e

TOTAL OTHER FINANCING SOURCES (USES)

REVENUE AND OTHER SOURCES OVER
{UNDER) EXPENDITURES AND OTHER USES

Fund balance (deficit} at beginning of year......

FUND BALANCE (DEFICIT} AT END OF YEAR

Wayne- Retiree Community
Oakland Health Development Park
Disposal Care Block Grant Improvement
$ 884,394 $ 451
$ 41,851
23,393 49,621 2,479
1,460,775 0
1,484,168 934,015 41,851 2,930
84,036 409,074
80,981 13,422
280,743
84,036 409,074 80,981 294,165
1,400,132 524,941 {39,130) (291,235)
150,000
0
(1,382,994)
(1,382,994) 0 0 150,000
17,138 524,941 (39,130) (141,235)
120,994 2,025,186 (5,877) 411,911
138,132 $ 2,550,127 $ (45,007) 3 270,676
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EXHIBIT D-2

Police
Sidewalk Tree Drug Grants and Metro
Improvement Qrdinance Eorfeiture Donations Act Totai

$ 640 640
884,845
41,851
$ 11,865 $ 59,582 71,447
221 23,930 285 99,929
127,000 $ 5,187 1,592,962
127,221 24,570 $ 11,865 $ 5,187 59,867 2,691,674
493,110
1,150 16,846 17,996
251 179,552 26,885 206,688
94,403
9,393 48,536 338,672
9,644 179,652 49,686 16,846 26,885 1,150,869
117,577 {154,982) {37,821) {11,659} 32,982 1,540,805
125,000 275,000

{1,382,994)

125,000 0 0 0 0 (1,107,994)
242,577 (154,982) (37,821) {11,659) 32,982 432,811
6,770 621,697 80,360 17,475 42,106 3,320,622
249,347 3 466,715 ¥ 42,539 3 5816 $ 75,088 3,753,433
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CAPITAL PROJECT FUNDS

Street Improvement-This fund is used to account for the revenues specifically designated for street improvements in
the City. This fund is funded primarily through General Fund appropriation as well as the balance of bond proceeds
specifically for street improvements.

Village Center Parking-This fund is used to account for the revenues and expenditures related to the construction of
surface parking lots in the Viilage Center. The parking lot projects are financed by contributions from other City funds as
well as charges to adjacent businesses that use the lots.

Storm Water Management-This fund is used to account for the revenues and expenditures relating to Storm Waler
Management projects in the City. This fund is funded primarily through General Fund appropriations as well as
transfers from other City funds.




COMBINING BALANCE SHEET -- CAPITAL PROJECT FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit E-1
Storm
Street Village Center Water
Improvement Parking Management Total
ASSETS
Cash and cash equivalents. ...........ccoooeeie e 3 1937522 % 140,450 0 3 2,077,972
TOTAL ASSETS § 1,937,522 % 140450 § o 3 2,077,972
LIABILITIES AND FUND EQUITY (DEFICIT)
LIABILITIES
ACCOUNES PAYADIE. ..o, $ 118,001 $ $ 89511 § 207,512
Due to other fUNAS........viiiiir e e e cmsrs e eeees 10,876 10,876
TOTAL LIABILITIES 118,001 0 100,387 218,388
FUND BALANCE (DEFICIT}
Unreserved:
Undesignated. .......ooeeeoinici e 1,818,521 140,450 (100,387} 1,859,584
TOTAL FUND BALANCES (DEFICIT) 1,819,521 140,450 (100,387) 1,859,584
TOTAL LIABILITIES AND FUND BALANCES § 1937522 % 140,450 % 0 9 2,077,972
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COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES (DEFICIT) -- CAPITAL PROJECT FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit E-2
Storm
Street Village Center Water
Improvement Parking _Management Total
REVENUE
Lse of money and property................. e $ 6,086 $ 759 % 6,845
Other ... 163 % 140,450 140,613
TOTAL REVENUE 6,249 140,450 759 147,458
EXPENDITURES
Streets, highways & public improvements................... 120 248,278 248,398
Capitaloutlay............ccooi i, 427,972 255,906 683,878
Debt service:
Principal payments..............ooi e 50,000 50,000
Interest payments.....................o..o 39,825 39,825
TOTAL EXPENDITURES 428,092 0 594,009 1,022,101
REVENUE OVER (UNDER) EXPENDITURES (421,843) 140,450 (593,250} (874,643)
OTHER FINANCING SOURCES
General fund transfers. ..........oooeooeee e 1,000,000 370,000 1,370,000
Other Transfers-in................oocii il 1,257,994 0 125,000 1,382,994
TOTAL OTHER FINANCING SOURCES 2,257,994 0 495,000 2,752,994
EXCESS OF REVENUE AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES 1,836,151 140,450 (98.250) 1,878,351
Fund balances (Deficit) at beginning of year................ (16,630) 0 (2,137} {18,767)
FUND BALANCES (DEFICIT) AT END OF YEAR § 1,819,521 § 140,450 § (100,387) § 1,859,584
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INTERNAL SERVICE FUNDS

Fleet Management-This fund is used to account for the operations of all City vehicles excluding Fire Department Apparatus

Accrued Sick and Vacation-This fund is used to account for the liability of accrued sick, vacation, and compensatory time




STATEMENT OF NET ASSETS -- INTERNAL SERVICE FUNDS
DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit F-1
Accrued
Fleet Sick &
Management Vacation Total
ASSETS
CURRENT ASSETS
Cash and cash equivalents...................ccoiii 3 1,702,489 3 1,702,489
Receivables:
Due fromotherfunds. ... $ 1,373,175 1,373,175
TOTAL CURRENT ASSETS 1,702,489 1,373,175 3,075,664
LAND, BUILDINGS AND EQUIPMENT
Machinery & equipment.............c..coi 1,018,460 1,018,460
VehiCles. ... 3,210,641 3,210,641
TOTAL CAPITAL ASSETS 4,228,101 0 4,229,104
Less: Allowance for depreciation...................................... 3,135,689 3,135,689
TOTAL CAPITAL ASSETS NET OF DEPRECIATION 1,093,412 0 1,083,412
TOTAL ASSETS 2,795,901 1,373,175 4,169,076
LIABILITIES
CURRENT LIABILITIES
ACCOUNES PAYADIE........ccvvieeiiiii et s a e aresans $ 124,700 5 124,700
Due to other funds.........ccooceeeriinnnnn. 30,962 30,962
Accrued payroll and other liabilities 6,316 1,373,175 1,379,491
TOTAL LIABILITIES 161,978 1,373,175 1,535,153
NET ASSETS
Invested in capilal assets.................ccoiii L 1,093,412 1,093,412
Undesignated. ..o 1,540,511 1,540,511
TOTAL NET ASSETS § 2,633.923 §% o 3 2,633,823
100




COMBINING STATEMENT OF REVENUE, EXPENSES AND CHANGES IN

FUND NET ASSETS -- INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS

Exhibit F-2

OPERATING REVENUE
Equipment rental charges. ...
Vehicle rental fees............oii
Other operating iNCOME. ... ... s
TOTAL OPERATING REVENUE

OPERATING EXPENSES

Salaries and WageS........vcooiiiiiii e
Fringe benefitS.. ...
SUPPIES. ....ooeiiii e s
CONracted SBIVICES. ..ovi e et e e
Other operating @XpPenses............cooirvirinnicrnen e
Depreciation and amortization, ...
TOTAL OPERATING EXPENSES

TOTAL OPERATING INCOME

NONQPERATING REVENUE
INterest BAMIEG .. ... ..o it e

(0137 i Toe ) 1 1 - PPN

TOTAL NONOPERATING REVENUE
INCOME (LOSS) BEFORE OPERATING TRANSFERS

OPERATING TRANSFERS
TrANSTEIS-IN. .. et i ee e

TOTAL OPERATING TRANSFERS

CHANGE IN NET ASSETS

Net assets-beginning of year.................nn

NET ASSETS AT END OF YEAR

Accrued
Fleet Sick &
Management Yacation Total

$ 1,192,501 1,192,501
571,600 571,600
34,799 34,798
1,764,101 34,799 1,798,900
193,492 34,408 227,800
135,534 391 135,925
370,820 370,820
243,097 243,097
104,369 104,369
642,788 642,788
1,690,100 34,799 1,724,899
74,001 0 74,001
13,711 13,711
75,164 75,164
88,875 0 88,875
162,876 0 162,876
162,820 9] 162,820
162,820 0 162,820
325,696 0 325,696
2,308,227 0 2,308,227
$ 2,633,923 0 2,633,923

101




COMBINING STATEMENT OF CASH FLOWS-
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HILLS Exhibit F-3
Accured
Fleet Sick &
Management Vacation Total
CASH FLOWS FROM OPERATING ACTIVITIES
=ty TRV VUFERATING ACTIVITIES
Cash received from CUSIOMENS ... 3 1,764,101 $ 1,764,101
Cash payments for goods and services. {864,907) {864,907
Cash payments to employees.................... {328,377) (326,377)
Other operating expenses.........coowoooooeo {104,369) (104,369)
NET CASH PROVIDED BY OPERATING ACTIVITIES 468,448 § 0 468,448
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Qperating transfers in.................._. 162,820 162,820
Other nonoperating receipts 75,164 75,164
NET CASH PROVIDED BY
NONCAPITAL FINANCING ACTIVITIES 237,984 0 237,984
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
L=Lh L FINANGING ACTIVITIES
Purchase of capital assets ..o (385,018) {385,018)
NET CASH (USED IN) CAPITAL
AND RELATED FINANCING ACTIVITIES (385,018) 0 (385,018)
CASH FLOWS FROM INVESTING ACTIVITIES
interest received on mvestments 13,711 13,711
NET CASH PROVIDED BY INVESTING ACTIVITIES 13,711 0 13,711
Net Increase in cash and cash equivavlents.............. 335,125 335,125
Cash and cash equivalents-Beginning of year..................._ 1,367,364 0 1,367,364
Cash and cash equivalents-end of YEAT i $ 1,702,469 § 0 § 1,702,489
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTVVITIES
Operaling income § 74001 § 0 % 74,001
ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
Depreciation and Amortization Expense 642,768 642,788
Decrease {increase) in due from other funds (34,799) (34,799)
Increase (decrease) in accounts payable (250,990) (250,990)
Increase (decrease) in due to other funds 2,510 2,510
Increase {decrease} in accrued payroll and other liabilities 139 34,798 34,838
Total Adjustments 394,447 0 394,447
Net cash provided by operating activities 3 468448 § 0 % 468,448
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STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUND
FOR THE YEAR ENDED DECEMBER 31, 2005

CITY OF AUBURN HiLLS Exhibit G-1
Balance Balance
January 1 December 31
2005 Additions Deletions 2005
ASSETS
Cash and cash equivalents........ccocecvne. $ 12,419,537 $ 112,302,291 $ 104,581,097 $ 20,140,731
Accounts receivable................n 218,220 218,220 -
TOTAL ASSETS 12,637,757 112,302,291 104,798,317 20,140,731
LIABILITIES
Due to other governmental units...... 1,022,381 92,288 930,093
Undistributed tax collections........ccccoeimeeeees 11,615,376 107,665,815 100,070,553 19,210,638

TOTAL LIABILITIES $ 12,637,757 $ 107,665.815 $ 100,162,841 $ 20,140,731
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Plante & Moran, PLLC

p 1 a nte 27400 Northwestem Highway

P.O. Box 307

Southfield, MI 48037-0307

moran Tel: 248.352.2500
Fax: 248,352.0018

plamemoran.com

May 4, 2006

Honorable Mayor and Members
of the City Council

City of Auburn Hills

1827 North Squirrel Road

Auburn Hills, M| 48326

Dear Mayor and Council Members:

We recently completed the audit of the basic financial statements of the City of Auburn Hills for
the year ended December 31, 2005. As a result of our audit, we have the following comments
and recommendations for your review and consideration.

Bank Reconciliations

During the current year, it appears that all bank reconciliations were prepared in a timely
manner. We commend the City on the improvement in this area. To further strengthen your
controls in this area, we recommend that these reconciliations be initialed and dated by both the
preparer and the reviewer.

Water and Sewer Billings and Receivable Subledger

As mentioned in previous years, the City is not reconciling the customer receivables subledger
to the general ledger on a regular basis. This resulted in an unreconciled difference at the end of
the year. It is very important for this reconciliation process to take place on a monthly basis so
that any differences can be investigated and resolved in a timely fashion. This process will also
help to ensure that the balance reported in the general ledger is accurate and the accounts
receivable system is working properly.

State-shared Revenue

The State’s fiscal year 2005/2006 provides for both constitutional and statutory revenue sharing
at approximately $1.1 billion, which is essentially the fiscal year 2004/2005 funding level. As in
the past several years, revenue-sharing payments on an individual community-by-community
basis for fiscal year 2005/2006 will be funded at approximately fiscal year 2004/2005 levels.

A member of

A worldwide association of iIndependent accounting firms



Honorable Mayor and Members
of the City Council
City of Auburn Hills, Michigan May 4, 2006

The governor’s proposed 2006/2007 budget did not include any additional funding for local
governments. As a result, it is expected that overall revenue-sharing payments to communities
for fiscal year 2006/2007 will remain stagnant at the 2004/2005 level.

Even though there is the expectation that revenue sharing will hold constant at prior year
funding levels, continued caution should be exercised when budgeting this line item. While it is
good news that revenue sharing may be maintained at current levels, sales tax revenue would
support an increase to total State-shared revenue payments. However, for fiscal years
2004/2005, 2005/2006, and 2006/2007, the appropriation in the State’s budget for revenue-
sharing payments is over $500 million less annually than amounts provided for in law and based
on actual sales tax collections. For those three years, revenue-sharing distributions are planned
to be approximately $1.6 billion less than amounts provided by statutory formulas. There
appears to be no long-term solution to the State’s structural deficit in its General Fund, and as
long as this condition exists, revenue-sharing remains at risk and a return to past funding levels is
not likely in the foreseeable future.

State-shared revenue accounts for approximately |3 percent of the City's total General Fund
revenue for the year ended December 31, 2005. The table below details State-shared revenue
for the City over the past six years, broken out by statutory and constitutional portions:

Actual Actual Actual Actual Actual Estimated
FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

Constitutional $ 1,276,624 $ 1,289,596 $ 1,311,262 $ 1,309,007 $ 1,361,104 $ 1,387,947

Statutory 691,494 620,953 515,163 301,528 252,154 217,233

Total payments  $ 1,968,118 $ 1910549 $ 1826425 $ 1610535 $ 1,613,258 $ 1,605,180

Dollar change $ (57,569) $ (84,124) $  (215,890) $ 2,723 $ (8,078)
Percentage change -2.93% -4.40% -11.82% 0.17% -0.50%

While the City’s constitutional revenue-sharing payments have been increasing slightly, the
statutory piece of revenue-sharing has dropped approximately $439,000 since 2001 .

If the State were to eliminate the statutory portion of revenue-sharing (as the constitutional
portion cannot be modified without a change to the State’s constitution), the City has
approximately $217,000 at risk in its General Fund budget based on 2006 estimated funding
levels. In addition, the statutory formula expires in 2007 and requires action by the Legislature.
We will continue to update the City as developments occur.

The revenue-sharing act does provide that a city, village, or township with a minimum
|0 percent population growth confirmed by a special census, and levying at least one mill, is
eligible for an annual payment for a portion or all of the growth population. Even if the City
meets these criteria, funds for the special census payment must be appropriated by the
Legislature.



Honorable Mayor and Members
of the City Council
City of Auburn Hills, Michigan May 4, 2006

Retiree Health Care Funding

The Governmental Accounting Standards Board (GASB) recently issued a new standard
accounting for retiree health care. As you know, the promise to provide health care to retirees
is very similar to the promise to provide pension benefits. As a result, GASB has proposed
changes that would result in the City having to have an on-going actuarial valuation to define the
liability for its retiree health plan, and to recommend an annual contribution. That liability would
need to be disclosed in the financial statements. In addition, the City's funding status, or the
progress it has made in accumulating assets to pay for this liability, would also need to be
disclosed. These changes are effective starting in 2007.

As you know, to date, the City has been setting aside money to fund its retiree health plan and
currently has about $2,500,000 set aside. We commend the City for the foresight to begin
prefunding this liability but also caution that the annual contribution may increase once the new
pronouncement is fully implemented.

Transportation Matters

The State experienced lower than anticipated Act 51 receipts for the State’s 2004/2005 fiscal
year which ended September 30, 2005. Plante & Moran, PLLC publishes annually forecasted
Act 5| distribution rates which we receive from the State and are based on its forecast of
anticipated collections at the State level. If actual collections are less than amounts forecasted by
the Michigan Department of Transportation, this could likely result in revenue less than
budgeted amounts in the City’s Major and Local Street Funds. There is also a concern about the
State’s forecast for fiscal year 2005/2006. We encourage the City to be conservative in
budgeting Major and Local Street Funds revenue. In addition, both of the City’s Street Funds
currently have deficits. The Major Street Fund’s deficit is $129,508 and the Local Street Fund’s
deficit is $86,012.

In 2004, the Legislature modified Act 51 to allow local governments to transfer monies from
their Major Street Fund to their Local Street Fund if a surplus existed. As a condition of the
transfer, the amended law requires that certain conditions be met, including the adoption of an
asset management process for the Major and Local Street systems. It is important to note that
these provisions sunset December 31, 2008. Without an extension of this provision, a transfer
from the Major Street Fund to the Local Street Fund can only be done to the extent that local
revenues exist in the Major Street Fund. There is also currently legislation proposed that would
allow for the combination of the Major Street Fund and the Local Street Fund if certain
conditions are met.

As part of the governor’s fiscal year 2006/2007 budget proposal, a road funding program has
been introduced which would provide approximately $400 million to be used by local
governments as federal match monies on local road projects. The program requires legislation
before it becomes effective.
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Local Government Finance Model

In 2005, the governor created a local government fiscal task force to study the financial
challenges of Michigan local governments. While their report was originally due by November
30, 2005, the local government fiscal task force held its first meeting in September 2005. A
report from this group is expected in 2006. Unrelated to the local government fiscal task force,
Citizens Research Council is conducting a study focused on documenting the nature and extent
of structural fiscal problems facing local governments and to catalogue local services and
activities for local units (with the intention that local governments will use this information to
study the possibility of greater collaborative efforts to optimize government resources).

Tax Matters

The governor and the Legislature spent considerable time in 2005 on business tax reform with
specific focus on the Michigan single business tax. The final approved business tax reform plan
appeared to spare local governments from any negative impact of the changes. A key
component to this plan is a significant credit on personal property taxes paid by certain
businesses. Many questions have arisen from these proposals such as who determines the
property that qualifies for credit, how will local governments be reimbursed by the State for the
lost tax revenue as is the stated intention, etc. Currently, the plan as passed provides for a
personal property tax credit for certain businesses on their Michigan single business tax return.
After the approval of these changes, new discussion and debate are ongoing regarding the
complete repeal of the Michigan single business tax. While single business tax is not the source
of revenue-sharing payments to local governments, the repeal of the single business tax without
replacement revenue or a corresponding reduction in State spending may impact the State’s
ability to fund statutory revenue-sharing.

Municipal Finance Act Revisions - Reminder

The Municipal Finance Act was amended several years ago. Communities are now required to
submit a filing once a year with the Michigan Department of Treasury. The old [0-day
“exemption from prior approval” process has been eliminated and is replaced with this
qualification process. This filing will serve as a preapproval for future debt issues. The current
filing is due within six months of the City’s year end (June 30, 2006) and is good for one year
thereafter. The City should consider the need to file a qualifying statement for each of its
component units.



Honorable Mayor and Members
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We would like to thank the City for the continued opportunity to serve as your auditors. The
audit process this year was much improved from the previous year. If there are any questions

about your financial report or the above comments and recommendations, we would be happy
to discuss them at your convenience.

Very truly yours,

Plante & Moran, PLLC
Beth A. Bialy

Carolyn L. Lorenz
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